VIVENDI
UNIVERSAL

£187% VIVENDI

On June 20, 2000, our companies, Vivendi, The Seagram Company Ltd. and Canal Plus S.A. (CANAL+),
announced that they had entered into a merger agreement and related agreements providing for the combination of
the three companies into Vivendi Universal. We believe the combination of our companies will enable us to build a
fully integrated global media and communications company capable of providing a diverse array of entertainment and
information over wired and wireless access devices using cable, Internet, satellite and broadcast networks.

The merger agreement and related agreements provide for the completion of a series of transactions, including
the following:

 Vivendi’s merger into its wholly-owned subsidiary Vivendi Universal,

* Vivendi Universal’s acquisition of all the businesses of CANAL+ not subject to a French law that prohibits
any person from owning more than 49% of a French television broadcaster; CANAL+’s French premium pay
television channel will be retained by CANAL+. Public CANAL+ shareholders will retain their 51% interest
in CANAL+ and Vivendi Universal will hold the remaining 49%; and

 Vivendi Universal’s combination, through its subsidiaries, with Seagram in accordance with a plan of
arrangement under Canadian law.

When the merger transactions are completed:

e Seagram shareholders, other than those that exercise dissenters’ rights, will receive a number of Vivendi
Universal American depositary shares (ADSs) determined pursuant to an exchange ratio described below.
Each Vivendi Universal ADS will represent one Vivendi Universal ordinary share. Canadian resident Seagram
shareholders may elect to receive non-voting exchangeable shares of Vivendi Universal’s Canadian subsidiary
Vivendi Universal Exchangeco and related Vivendi Universal voting rights instead of Vivendi Universal ADSs.
The exchange ratio will be calculated by dividing U.S.$77.35 by the U.S. dollar equivalent of the average
closing price of Vivendi ordinary shares on the Paris Bourse over the 20 consecutive trading days ending on the
third complete trading day prior to the completion of the arrangement unless the average closing price of
Vivendi ordinary shares during this period is less than or equal to U.S.$96.6875 (in which case Seagram
shareholders will receive 0.8000 of a Vivendi Universal ADS for each Seagram common share) or the average
closing price of Vivendi ordinary shares during this period is equal to or greater than U.S.$124.3369 (in which
case Seagram shareholders will receive 0.6221 of a Vivendi Universal ADS for each Seagram common share).
Because the Seagram meeting may occur on or before the date as of which the exchange ratio is determined,
Seagram shareholders may not know at the time they vote how many Vivendi Universal ADSs or
exchangeable shares they will receive upon completion of the arrangement;

» Vivendi shareholders will receive one Vivendi Universal ordinary share for each Vivendi ordinary share they
hold. Because each Vivendi ADS represents one-fifth of a Vivendi ordinary share and each Vivendi Universal
ADS will represent one Vivendi Universal ordinary share, holders of Vivendi ADSs will receive one Vivendi
Universal ADS for every five Vivendi ADSs they hold; and

o CANAL+ shareholders will receive two Vivendi Universal ordinary shares for each CANAL+ ordinary share
they own and will retain their existing shares in CANAL+. Because each CANAL+ ADS represents one-fifth
of a CANAL+ ordinary share, holders of CANAL+ ADSs will receive two Vivendi Universal ADSs for every
five CANAL-+ ADSs they hold. Those holders will retain their CANAL+ ADSs as well.

This document provides you with detailed information about the merger transactions. We encourage you to read
the document carefully, including the section describing risk factors that begins on page 33.

The boards of directors of Vivendi, Seagram and CANAL+ each unanimously approved the merger agreement
and related agreements and recommend that their respective shareholders vote FOR the applicable merger
transactions.

Your vote is very important, regardless of the number of shares you own. Please vote as soon as possible to
ensure that your shares are represented.

Edgar Bronfman, Jr. Jean-Marie Messier Pierre Lescure
President and Chairman and Chairman and

Chief Executive Officer Chief Executive Officer Chief Executive Officer
The Seagram Company Ltd. Vivendi Canal Plus S.A.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this joint proxy statement-prospectus. Any representation to the
contrary is a criminal offense.

This document is dated November 2, 2000 and is first being mailed to securityholders of Seagram and U.S.
securityholders of Vivendi and CANAL+ on or about November 3, 2000.



This document incorporates important business and financial information about Seagram that is not
included in or delivered with this document. This information is available without charge to shareholders
upon written or oral request at the address and telephone number listed on page 6. To obtain timely
delivery, shareholders must request the information no later than November 28, 2000.



NOTICE OF ANNUAL AND SPECIAL MEETING OF SHAREHOLDERS
December 5, 2000

9:30 a.m., Eastern time

There will be an annual and special meeting of shareholders of The Seagram Company Ltd. on
December 5, 2000, at 9:30 a.m., Eastern time, at the Mount Royal Centre, 2200 Mansfield St., Montreal,
Quebec H3A 3RS for the following purposes:

1. in accordance with an order of the Ontario Superior Court of Justice, to consider and vote
upon a special resolution (the arrangement resolution) to approve an arrangement under the
Canada Business Corporations Act to effect the combination of Seagram and Vivendi
Universal, as more particularly described in the attached joint proxy statement-prospectus;

2. to receive Seagram’s annual report to shareholders, which includes Seagram’s consolidated
financial statements for the fiscal year ended June 30, 2000;

3. to elect directors to serve for a term expiring on the earlier of the effective time of the
arrangement and the next annual meeting of Seagram shareholders;

4. to appoint auditors; and
5. to transact any other business that may properly come before the meeting or any adjournment
or postponement of the meeting.

The arrangement and the other merger transactions are described in more detail in the attached joint
proxy statement-prospectus. The full text of the arrangement resolution is set out in Annex G to the
attached joint proxy statement-prospectus.

In accordance with the court order referred to above, registered holders of Seagram common shares
have been granted a right to dissent from the arrangement and to be paid the fair value of their shares.
The right to dissent is described in the attached joint proxy statement-prospectus.

The record date for the meeting is November 1, 2000. If you were a registered Seagram shareholder
at the close of business on the record date, you are entitled to vote at the meeting. If you became a new
owner of Seagram common shares after the record date but on or before November 25, 2000, you may
elect to vote your shares at the meeting in lieu of the previous owner.

Montreal, Quebec, November 2, 2000
BY ORDER OF THE BOARD OF DIRECTORS

\b'ew w@ |

Michael C.L. Hallows
Secretary

IMPORTANT

Seagram shareholders that are unable to attend the meeting in person are requested to complete,
sign and return promptly the enclosed proxy in the postage-paid envelope provided for that purpose.

On peut se procurer l'édition francaise de cet avis de 'assemblée, de la procuration et de la circulaire de
solicitation de procurations en écrivant au Secrétaive, La Compagnie Seagram Ltée, 1430, rue Peel, Montréal
(Québec) H3A 1S9; adresse electronique: shareholders*actionnaires(@seagram.com.



VIVENDI

NOTICE OF A VIVENDI EXTRAORDINARY SHAREHOLDERS’ MEETING
TO BE HELD ON NOVEMBER 28 AND RECONVENED DECEMBER 5, 2000

The shareholders of Vivendi are hereby informed that an extraordinary shareholders’ meeting is to be
held on November 28, 2000 for the purposes stated in the agenda.

In accordance with applicable law, the extraordinary meeting is convened for the first time on
November 28, 2000. If a quorum for the meeting is not met on November 28, 2000, Vivendi shareholders
will be invited to vote at a meeting on December 5, 2000 at Musée du Louvre, Pyramide du Louvre, 101,
rue de Rivoli, Paris 75001 France. Due to the quorum requirement, it is not contemplated that there will
be any vote until the reconvened meeting on December 5, 2000.

Agenda

At the extraordinary meeting, shareholders will be asked to consider proposals (1) to approve all the
terms and conditions of the combination of Vivendi with Seagram and CANAL+, (2) to approve the
merger of Vivendi into its wholly-owned subsidiary Sofiée (which will be renamed Vivendi Universal), and
(3) to take note of the dissolution of Vivendi, all as described in the attached document.

In order to be invited to attend, to vote by mail or to be represented at the meeting:

* holders of registered shares must be included in the register of members no later than five days
prior to the date of the meeting;

* holders of bearer shares must request the financial intermediary with whom their shares are
registered in an account to provide a certificate of non-transferability stating that their shares may
not be transferred prior to the date of the meeting, and must forward the document at least five
days prior to the meeting date to BNP Paribas, Services Assemblées (shareholders’ meeting
department), CETT/ATN, 8, rue de Sofia, 75018 Paris, France;

« shareholders wishing to attend the meeting should request their admission card using a “request for
admission card” coupon that may be obtained from Innisfree M&A Incorporated (see page 5 for
contact information); and

« otherwise, shareholders are entitled to submit the attached proxy or postal voting form.

The prior notice concerning this bulletin provided by Article 130 of Decree 67-236 was published in
the “Bulletin des Annonces Légales Obligatoires” on October 25, 2000.

Purpose of the Resolutions to be Submitted to the Extraordinary Shareholders’ Meeting

The purpose of the resolutions submitted to the extraordinary shareholders’ meeting is to approve all
the terms and conditions of the combination of Vivendi with Seagram and CANAL+, to approve the
merger of Vivendi into Vivendi Universal and to take note of the dissolution of Vivendi. The effectiveness
of each resolution is conditioned upon the approval of each other resolution.



CANAL+

NOTICE OF A CANAL+ ORDINARY AND EXTRAORDINARY SHAREHOLDERS’ MEETING
TO BE HELD ON DECEMBER 5, 2000

The shareholders of CANAL+ are hereby informed that an ordinary and extraordinary shareholders’
meeting is to be held on December 5, 2000 for the purposes stated in the agenda.

Agenda

At the ordinary and extraordinary meeting, shareholders will be asked to consider proposals to approve
the contribution transactions described below and in the attached document in the context of the
combination of CANAL+ with Seagram and Vivendi described in the attached document.

In order to be invited to attend, to vote by mail or to be represented at the meeting:

« holders of registered shares must be included in the register of members no later than five days
prior to the date of the meeting;

* holders of bearer shares must request the financial intermediary with whom their shares are
registered in an account to provide a certificate of non-transferability stating that their shares may
not be transferred prior to the date of the meeting, and must forward the document at least five
days prior to the meeting date to Societ¢ Générale, Services Assemblées, 32 rue du Champ de Tir
BP 81236, HH312 Nantes Cedex 3, France;

 shareholders wishing to attend the meeting should request their admission card using a “request for
admission card” coupon that may be obtained from Innisfree M&A Incorporated (see page 5 for
contact information); and

« otherwise, shareholders are entitled to submit the attached proxy or postal voting form.

Purpose of the Resolutions To Be Submitted to the Ordinary and Extraordinary Shareholders’ Meeting

The purpose of the resolutions submitted to the ordinary and extraordinary shareholders’ meeting is to
approve the following transactions:

« the contribution by CANAL+ to its wholly-owned subsidiary CANAL+ Distribution of the
distribution and marketing business associated with CANAL+’s French premium pay television
channel;

« the contribution by CANAL+ to its wholly-owned subsidiary CANAL+ Régie of the business of
selling advertising on pay television channels;

« the contribution by CANAL+ to its wholly-owned subsidiary SIG 40 of all of its businesses,
including the shares of CANAL+ Distribution and CANAL+ Régie, other than the French
premium pay television channel, in the context of the combination of CANAL+ with Seagram and
Vivendi, and the free distribution to CANAL+ shareholders of the shares of SIG 40 received by
CANAL+ in consideration of the contribution to SIG 40 described above, subject to shareholder
approval of the merger of SIG 40 into Vivendi Universal,

« the authorization for CANAL+ to cancel CANAL+ ordinary shares that CANAL+ may have
acquired; and

« the replacement of CANAL+’s currently authorized share purchase program with a new program.

The effectiveness of each extraordinary resolution is conditioned upon the approval of each other
extraordinary resolution.
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CHAPTER ONE — INTRODUCTION

QUESTIONS AND ANSWERS ABOUT THE MEETINGS AND THE MERGER TRANSACTIONS

Q:

A:

What are Vivendi, Seagram and CANAL+
proposing?

We are proposing a series of transactions that
we refer to as the “merger transactions.” The
merger transactions consist primarily of the
following:

» a series of transactions that we refer to as
the “Vivendi/CANAL+ transactions,” pur-
suant to which:

- Vivendi will merge into its wholly-owned
subsidiary Vivendi Universal; and

- Vivendi Universal, through its subsidiaries,
will acquire CANAL+’s businesses other
than CANAL+’s French premium pay
television channel, which CANAL+ will
retain; and

e a combination of Vivendi Universal,
through its subsidiaries, with Seagram (a
transaction we refer to as the “arrange-
ment”) in accordance with a plan of ar-
rangement under Canadian law.

Why are Vivendi, Seagram and CANAL+
proposing the merger transactions?

We are proposing the merger transactions
because we believe the combined strengths of
our companies will enable us to build a fully-
integrated global media and communications
company capable of providing a diverse array
of entertainment and information over wired
and wireless access devices using cable, In-
ternet, satellite and broadcast networks.

What will I receive in connection with the
merger transactions?

If you are a holder of Vivendi ordinary shares,
you will receive one Vivendi Universal ordi-
nary share for each Vivendi ordinary share
you own. Each Vivendi ADS represents one-
fifth of a Vivendi ordinary share, and each
Vivendi Universal ADS will represent one
Vivendi Universal ordinary share. If you are a
Vivendi ADS holder, therefore, you will re-
ceive one Vivendi Universal ADS for every
five Vivendi ADSs you hold.

If you are a Seagram shareholder, you will
receive a number of Vivendi Universal ADSs
determined pursuant to an exchange ratio, as
described below, for each Seagram common
share you own. Canadian resident Seagram

shareholders may elect to receive instead a
number of non-voting exchangeable shares (ex-
changeable shares) of Vivendi Universal’s Cana-
dian subsidiary, Vivendi Universal Exchangeco,
determined pursuant to the same exchange ratio,
subject to adjustment in limited circumstances.
The exchangeable shares will be substantially the
economic equivalent of, and will be exchangea-
ble for, the Vivendi Universal ADSs. If you
elect to receive exchangeable shares, you will
also receive one Vivendi Universal voting right,
which will entitle you to vote on the same basis
and in the same circumstances as would one
Vivendi Universal ordinary share, for each ex-
changeable share you receive.

The number of Vivendi Universal ADSs
Seagram shareholders will receive pursuant to
the exchange ratio will be calculated by
dividing U.S.$77.35 by the U.S. dollar
equivalent of the average closing price of
Vivendi ordinary shares on the Paris Bourse
over the 20 consecutive trading days ending on
the third complete trading day prior to the
completion of the arrangement. However, if
the average closing price of Vivendi ordinary
shares during this period is less than or equal
to U.S.$96.6875, each Seagram shareholder
will receive 0.8000 of a Vivendi Universal
ADS for each Seagram common share. On the
other hand, if the U.S. dollar equivalent of the
average closing price of Vivendi ordinary
shares during this period is equal to or greater
than U.S.$124.3369, each Seagram shareholder
will receive 0.6221 of a Vivendi Universal
ADS for each Seagram common share.

The following table illustrates how the ex-
change ratio works. The table shows some
hypothetical examples of the U.S. dollar
equivalent of the average closing price for
Vivendi ordinary shares on the Paris Bourse
during the 20 consecutive trading day measur-
ing period, the corresponding exchange ratio
and the implied market value paid per Sea-
gram common share. We determined the
implied market value paid per Seagram com-
mon share by multiplying each hypothetical
U.S. dollar equivalent average closing price for
Vivendi ordinary shares by the corresponding
exchange ratio and assuming the actual trading




value of Vivendi shares received will be equal
to the hypothetical U.S. dollar equivalent
average closing price for Vivendi.

Implied
market value

Hypothetical paid per

Vivendi Seagram

average closing Exchange common

price ratio share

U.S.$140.0000 0.6221 U.S.$87.09
135.0000 0.6221 83.98
130.0000 0.6221 80.87
125.0000 0.6221 77.76
124.3369 0.6221 77.35
120.0000 0.6446 77.35
115.0000 0.6726 77.35
110.0000 0.7032 77.35
105.0000 0.7367 77.35
100.0000 0.7735 77.35
96.6875 0.8000 77.35
95.0000 0.8000 76.00
90.0000 0.8000 72.00
85.0000 0.8000 68.00
80.0000 0.8000 64.00
75.0000 0.8000 60.00
70.0000 0.8000 56.00
65.0000 0.8000 52.00

If the 20 consecutive day measuring period
had ended on October 31, 2000, the Vivendi
U.S. dollar equivalent average closing price
would have been U.S.$71.27, the exchange
ratio would have been 0.8000 and the implied
market value paid per Seagram common share
(assuming the actual trading value of Vivendi
shares at that time was equal to the Vivendi
U.S. dollar equivalent average closing price for
the measuring period ending on that date)
would have been U.S.$57.02. As the 20
consecutive day measuring period will not end
until the third complete trading day prior to
the completion of the arrangement, the actual
Vivendi average closing price we will use to
calculate the exchange ratio may be higher or
lower than the Vivendi average closing price
had the 20 consecutive day measuring period
ended on October 31, 2000. Accordingly, the
actual exchange ratio could be lower than
0.8000 (if the actual Vivendi average closing
price for the 20 consecutive day measuring
period ending on the third business day prior
to the completion of the arrangement rises
above U.S.$96.6875). You may call toll free at

1-800-223-2064 at any time to obtain updated
information concerning the exchange ratio and
the implied market value to be paid per
Seagram common share in the arrangement.

In addition, the market value of the securities
received by Seagram shareholders in the ar-
rangement on the date they are received may
be higher or lower than the average price used
in the calculation of the exchange ratio.

Assuming the shareholders approve the merger
transactions and the other closing conditions
are met, we expect the merger transactions to
be completed within one week following the
last shareholders’ meeting.

If you are a holder of CANAL+ ordinary
shares, you will receive two Vivendi Universal
ordinary shares for each CANAL+ ordinary
share you own and will retain your ordinary
shares in CANAL+. Each CANAL+ ADS
represents one-fifth of a CANAL+ ordinary
share. If you are a holder of CANAL+ ADSs,
therefore, you will receive two Vivendi Univer-
sal ADSs for every five CANAL+ ADSs you
hold. You will also retain your CANAL+
ADS:s.

: Why are Canadian resident Seagram share-

holders permitted to elect to receive ex-
changeable shares in the arrangement in lieu
of Vivendi Universal ADSs?

. Because Vivendi Universal is a non-Canadian

company, Canadian resident Seagram share-
holders that exchange Seagram common
shares for Vivendi Universal ADSs in the
arrangement will generally recognize a taxable
gain or a loss upon that exchange under
current Canadian tax law. To allow Canadian
resident Seagram shareholders to participate
in the arrangement on a tax-deferred basis,
Canadian resident Seagram shareholders may
elect to receive exchangeable shares of a
Canadian subsidiary of Vivendi Universal,
Vivendi Universal Exchangeco, instead of
Vivendi Universal ADSs. Electing sharehold-
ers will generally be able to receive exchange-
able shares without recognizing gain or loss
under Canadian tax law, provided they file a
valid tax election. The exchangeable shares
will be substantially the economic equivalent
of, and exchangeable for, Vivendi Universal
ADS:s.




Q: What shareholder approvals are needed?

A: For Vivendi, the affirmative vote of two-thirds

of the votes cast by shareholders at the
Vivendi meeting is required to approve all the
terms and conditions of the combination of
Vivendi with Seagram and CANAL+, to
approve the merger of Vivendi into Vivendi
Universal and to take note of the dissolution
of Vivendi.

For Seagram, the affirmative vote of two-
thirds of the votes cast by shareholders at the
Seagram meeting is required to approve the
arrangement resolution, and the affirmative
vote of a simple majority of the votes cast by
shareholders at the Seagram meeting is re-
quired to elect directors and appoint auditors.

For CANAL+, the affirmative vote of two-
thirds of the votes cast by shareholders at the
CANAL++ meeting is required to approve the
contribution of CANAL+’s businesses, other
than its French premium pay television chan-
nel, to CANAL+’s wholly-owned subsidiary
SIG 40 in the context of the combination of
CANAL++ with Seagram and Vivendi, and
the free distribution to CANAL+’s sharehold-
ers of CANAL++’s shares of SIG 40 and to
authorize the cancellation of CANAL+ ordi-
nary shares that CANAL+ may have ac-
quired. We refer to SIG 40 in this document
as “Canal Holdco” because its activities will
be limited to holding the transferred busi-
nesses in connection with the merger transac-
tions. The affirmative vote of a simple
majority of the votes cast by shareholders at
the CANAL+ meeting is required to approve
the share repurchase program to replace
CANAL+’s currently authorized program.

. Why is Vivendi Universal not acquiring the

French premium pay television channel of
CANAL+?

French law prohibits any person from owning
more than 49% of a French television broad-
caster. To comply with this requirement,
CANAL+ will contribute to Canal Holdco all
of its businesses other than the businesses
involved in the operation of the French
premium pay television channel, which
CANAL+ will continue to operate. Upon the
merger of Vivendi and Vivendi Universal,
Vivendi Universal will indirectly hold 49% of
CANAL+.

Q: Why am I receiving this document?

A: This document serves as a proxy statement of
each of Vivendi, Seagram and CANAL+ and
a U.S. prospectus of Vivendi Universal. As a
proxy statement, it is being provided by
Vivendi, Seagram and CANAL+ because the
board of directors of each of those companies
is soliciting proxies to vote to approve the
applicable merger transactions. As a
U.S. prospectus, it is being provided by
Vivendi Universal because Vivendi Universal
is offering Vivendi Universal shares in connec-
tion with the merger transactions.

Q: Do I have dissenters’ rights?

A: If you are a registered Seagram shareholder,
you have the right to dissent from the
arrangement resolution and to be paid the fair
value of your shares. Vivendi and CANAL+
shareholders have no dissenters’ or similar
rights in connection with the merger
transactions.

Q: What if I do not vote?

A: If you do not vote, it will reduce the number
of votes needed to approve the merger trans-
actions being voted on by the shareholders of
your company.

I am a Seagram Shareholder.

Q: What do I need to do now if I own Seagram
common shares directly?

A: After carefully reading and considering the
information contained in this document,
please respond by completing, signing and
dating your proxy card and returning it in the
enclosed postage-paid envelope or to Sea-
gram’s secretary as soon as possible so that
your shares may be represented at the Sea-
gram meeting.

In addition, if you are a Canadian resident
shareholder electing to receive exchangeable
shares, you must also submit your properly
completed and duly executed letter of trans-
mittal and election form, share certificates and
all other required documents to CIBC Mellon
Trust Company, the exchange agent for Sea-
gram common shares, in the enclosed envel-
ope at one of the addresses indicated in the
letter of transmittal and election form before
5:00 p.m. (Eastern time) on November 30,
2000. If you submit these materials after that
date and the merger transactions are success-




fully completed, you will be entitled to receive
only Vivendi Universal ADSs.

You do not need to submit a letter of
transmittal or your share certificates before
the completion of the merger transactions
unless you are a Canadian resident Seagram
shareholder electing to receive exchangeable
shares. Whether or not you are a Canadian
resident shareholder, you should vote by re-
turning your proxy card. If you do not submit
your letter of transmittal and share certificates
before the completion of the merger transac-
tions, we will send you a letter of transmittal
after the merger transactions are completed.

Q: What do I need to do now if I hold my
Seagram common shares through an
intermediary?

A: After carefully reading and considering the
information contained in this document,
please follow the directions provided by your
intermediary with respect to voting procedures
and, if you are a Canadian resident electing to
receive exchangeable shares, with respect to
procedures for making that election. We ask
you to ensure that your instructions are
submitted to your intermediary in sufficient
time to ensure that its votes are received by
Seagram on or before 5:00 p.m., Eastern time,
on December 1, 2000.

Q: Can I change my vote after I have delivered
my proxy?

A: Yes. You can change your vote by submitting
a new proxy to Seagram’s secretary no later
than 5:00 p.m., Eastern time, on December 1,
2000 or, if you are a holder of record, by
attending the meeting and voting your shares
in person. You may also revoke your proxy by
delivering written notice signed by you or your
attorney-in-fact to Seagram’s secretary on or
before December 4, 2000 or to the chairman
of the Seagram meeting at the meeting.

I am a Vivendi or CANAL+ Shareholder.

Q: What do I need to do now if I own Vivendi
or CANAL+ ADSs?

A: After carefully reading and considering the
information contained in this document,
please respond by completing, signing and
dating your voting instruction card and re-
turning it in the enclosed postage-paid envel-

ope to The Bank of New York, the depositary
for Vivendi ADSs and CANAL+ ADSs, no
later than November 24, 2000.

: What do I need to do now if I hold Vivendi

or CANAL+ ordinary shares through a
French financial intermediary (including
through a U.S. custodian that holds the
shares through a French financial
intermediary) ?

. After carefully reading and considering the

information contained in this document,
please follow the directions provided in this
document under “The Vivendi Meeting —
Information Concerning Voting,” if you hold
Vivendi ordinary shares, or “The CANAL+
Meeting — Information Concerning Voting,”
if you hold CANAL+ ordinary shares. If you
hold ordinary shares in registered form, you
will receive a voting instruction card and the
notice of meeting that will be published in
France, including the agenda for the meeting
and a copy of the resolutions that will be
submitted to the meeting. A French prospec-
tus that provides information regarding the
matters to be voted on at the Vivendi and
CANAL+ meetings has also been prepared in
accordance with French stock exchange regu-
lations. If you hold Vivendi ordinary shares
and wish to receive a copy of the French
prospectus, you should contact Vivendi at

33 (1) 71 71 10 00 (Direction Juridique). If
you hold CANAL+ ordinary shares and wish
to receive a copy of the French prospectus,
you should contact CANAL+ at

33 (1) 44 25 10 00, Direction des Relations
avec les Actionnaires. If you hold ordinary
shares in bearer form, you may obtain all
these documents by requesting them from
Vivendi or BNP Paribas (if you hold Vivendi
ordinary shares) or from CANAL+ or So-
ciété Générale (if you hold CANAL++ ordi-
nary shares) using the telephone numbers
above or the addresses provided in this docu-
ment in the appropriate “Information Con-
cerning Voting” section.

Under French law, you can give a proxy only
to your spouse or to another shareholder. You
can also sign and return a blank proxy. If you
sign and return a blank proxy, your votes will
be cast in favor of the applicable merger
transactions.




Q:

A:

Can I change my vote after I deliver my
voting instruction or proxy?

Yes. If you hold Vivendi or CANAL++
ordinary shares, you can revoke your proxy at
any time by notifying Vivendi at Vivendi,

42, avenue de Friedland, 75380 Paris Cedex
08, France, or CANAL++ at 85/89 quai André
Citroen, 75015 Paris, France, as applicable, in
each case no later than December 4, 2000. If
you hold Vivendi or CANAL+ ADSs, then
you can revoke your voting instruction by
delivering a written notice of revocation or
duly executed written voting instruction dated
subsequent to the voting instruction being
revoked to the bank or broker through which
you have cast your vote or, if you are a
registered holder, to The Bank of New York
prior to November 28, 2000 at the following
address: The Bank of New York, P.O.

Box 11230, New York, NY, attention:
Vivendi.

I am a CANAL+ Shareholder.

Q:

If the merger transactions are completed, will
my CANAL+ ordinary shares continue to be
“listed” for trading?

Yes. The CANAL+ ordinary shares will
continue to be listed on the Paris Bourse.
CANAL+ will not, however, continue to be
included in the CAC 40 or Euro Stoxx 50
index.

If the merger transactions are completed, will
my Vivendi Universal ordinary shares, Vivendi
Universal ADSs or exchangeable shares (de-
pending on which I hold) be “listed” for
trading?

Yes. Your Vivendi Universal ordinary shares
will be listed on the Premier Marché of the
Paris Bourse.

We expect that your Vivendi Universal ADSs
will be listed on The New York Stock
Exchange under the trading symbol “V”.

We expect that your exchangeable shares will
be listed on The Toronto Stock Exchange
under the trading symbol “VUE”.

: When do you expect the merger transactions

to be completed?

: We are working to complete the merger

transactions as quickly as possible. We expect
to complete the merger transactions before the
end of 2000.

: Who can help answer my questions?

: If you have any questions about the merger

transactions or how to submit your proxy or
voting instructions, or if you need additional
copies of this document or a voting or proxy
card, you should call an appropriate number
below:

e Seagram sharecholders:

Georgeson Shareholder Communications
Inc.

In the United States:
(212) 440-9800 (for banks and
brokers)
(800) 223-2064 (toll free for
shareholders)

In Canada:
(800) 695-4382 (toll free in English)
(800) 695-4616 (toll free in French)

e Vivendi shareholders and CANAL+
shareholders:

Innisfree M&A Incorporated
(212) 750-5833 (for banks and
brokers)
(877) 750-5837 (toll free for
shareholders)




SUMMARY

This summary highlights selected information in this document. It may not contain all of the
information that is important to you. You should carefully read this entire document, including the
annexes, for a more complete understanding of the merger transactions. In addition, we incorporate by
reference important business and financial information about Seagram into this document. You may obtain
that information without charge by following the instructions described under “Where You Can Find More
Information” that begins on page 350 of this document.

The Companies

Vivendi and Vivendi Universal (pages 211 and 325)
42 avenue de Friedland

75380 Paris Cedex 08, France

33 (1) 71 71 10 00

Vivendi is one of Europe’s largest companies, with revenue in 1999 of €41.6 billion. Vivendi’s
businesses are focused primarily on two core areas: communications and environmental management
services. Its communications division operates a number of leading and increasingly integrated businesses
in the telecommunications, multimedia and publishing, pay television and Internet industries. Its
environment division includes world-class water, waste management, transportation and energy services
operations.

Vivendi Universal is a wholly-owned French subsidiary of Vivendi. In the course of the merger
transactions, Vivendi will merge with and into Vivendi Universal, with Vivendi Universal continuing as the
surviving entity.

The Seagram Company Ltd. (page 350)
1430 Peel Street

Montreal, Quebec H3A 1S9

Canada

1 (514) 987-5200

Seagram operates in four business segments:

e Music, through Universal Music Group, the world’s largest recorded music company, which
produces and distributes recorded music globally and also engages in music publishing;

 Filmed Entertainment, which includes Universal Pictures, and which produces and distributes
motion picture, television and home video productions worldwide, operates and has ownership in a
number of international cable channels and licenses merchandising and filmed property rights;

e Recreation and Other, which owns and operates theme parks and entertainment complexes; and

* Spirits and Wine, which principally produces and markets distilled spirits, wines, coolers, beers and
mixers in more than 190 countries and territories worldwide. As part of Vivendi Universal’s overall
strategy after completion of the proposed merger transactions, Seagram has commenced a process
intended to lead to the sale of the Spirits and Wine business. No sale is expected to be completed
until after the completion of the merger transactions, and the sale process is not expected to affect
the timing of the merger transactions. In connection with the anticipated sale of the Spirits and
Wine segment, Seagram and Seagram’s wholly-owned subsidiary Joseph E. Seagram & Sons, Inc.
(JES) intend to tender for outstanding debt securities with an aggregate principal amount of
approximately U.S.$7.175 billion.




Canal Plus S.A. (page 296)
85/89 quai André Citroen
75015 Paris, France

33 (1) 44 25 13 51

CANAL+ is Europe’s leading pay television company, with approximately 14 million subscriptions in
11 countries at the end of 1999. Forty percent of CANAL+’s subscribers were signed up for digital
television services at the end of 1999. CANAL+ also produces more than 25 theme channels for cable
and satellite distribution in 14 countries and is a European leader in film and television production,
distribution and rights management, with Europe’s second largest film rights library based on number of
titles. In addition, CANAL+ is Europe’s leading supplier of software technologies that enable network
operators to deliver secure interactive services over digital television networks. CANAL++ had consolidated
revenues of €3.3 billion in 1999, 79% of which came from subscription fees.

Following the merger transactions, CANAL-’s only business will be to operate its French premium
pay television channel. In 1999, the French premium pay television channel had nearly 4.6 million
subscriptions and generated subscriber revenues of €1.372 billion.

Vivendi Universal Exchangeco Inc. (page 325)
199 Bay Street

Commerce Court West

Suite 2800

Toronto, Ontario M5SL 1A9

Vivendi Universal Exchangeco is an indirect, wholly-owned Canadian subsidiary of Vivendi. Following
the merger transactions, Vivendi Universal Exchangeco will be an indirect subsidiary of Vivendi Universal.
Vivendi Universal Exchangeco has not to date engaged in any activities other than those incident to its
formation and those associated with the merger transactions. Instead of receiving Vivendi Universal ADSs
in the merger transactions, Canadian resident Seagram shareholders may elect to receive exchangeable
shares issued by Vivendi Universal Exchangeco.

The Merger Transactions (page 56)

The merger transactions are a series of transactions that include the Vivendi/ CANAL+ transactions
and the arrangement. Following the Vivendi/CANAL+ transactions, Vivendi Universal will, directly or
indirectly, hold 49% of CANAL+’s French premium pay television channel and 100% of CANAL+’s
other businesses. Following the arrangement, Seagram will be an indirect subsidiary of Vivendi Universal.
For information concerning the background of, reasons for and other information relating to the merger
transactions and the terms of the agreements governing those transactions, see “The Merger Transactions.”




Transaction Diagram

The following diagrams illustrate in simplified terms the current structures of Vivendi, Seagram and
CANALA and the structure of Vivendi Universal following the merger transactions. For a more complete
description of the merger transactions, see “The Merger Transactions” starting at page 56.
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Management of Vivendi Universal After the Merger Transactions (page 100)

We expect that Vivendi Universal will be headquartered in Paris and will have an additional corporate
center in New York. Jean-Marie Messier, Vivendi’s chairman and chief executive officer, will fulfill the
same responsibilities for Vivendi Universal. Edgar Bronfman, Jr., Seagram’s president and chief executive
officer, will be vice chairman of Vivendi Universal with responsibility for music and Internet operations.
Eric Licoys, Vivendi’s chief operating officer and chief executive officer of Vivendi’s subsidiary Havas S.A.,
will become co-chief operating officer of Vivendi Universal with Pierre Lescure, CANAL++’s chairman and
chief executive officer.

Vivendi Universal’s board of directors will initially consist of Vivendi’s current 14 board members, five
new members from Seagram’s board of directors, who will each be appointed to four-year terms, and
Pierre Lescure. The Vivendi Universal board will be reduced to 18 members within two years of the
completion of the arrangement.

We expect that the members of Vivendi Universal’s executive committee will initially be Jean-Marie
Messier, Edgar Bronfman, Jr., Eric Licoys, Pierre Lescure, Vivendi executive vice president Philippe
Germond and Vivendi chief financial officer Guillaume Hannezo.

The Shareholder Meetings (page 40)

This document is being furnished to Seagram shareholders in connection with the solicitation by
Seagram’s board of directors of proxies to be used at the Seagram shareholders’ meeting referred to below.
In addition, this document is being delivered to Vivendi and CANAL+ ADS holders and U.S. registered
holders of Vivendi and CANAL+ ordinary shares in connection with the solicitation of proxies by
Vivendi’s and CANAL+’s boards of directors in connection with the Vivendi and CANAL+ meetings,
respectively. A notice of meeting has been published in France, and a French prospectus has been
prepared and made available to Vivendi and CANAL+ shareholders in accordance with French law.

e The Seagram meeting — the Seagram meeting will be held on December 5, 2000, 9:30 a.m.,
Eastern time, at the Mount Royal Centre, 2200 Mansfield St., Montreal, Quebec H3A 3RS&;

o The Vivendi meeting — the reconvened Vivendi meeting will be held on December 5, 2000, 5 p.m.,
French time, at Musée du Louvre, Pyramide du Louvre, 101, rue de Rivoli, Paris 75001, France.

e The CANAL+ meeting — the CANAL+ meeting will be held on December 5, 2000, 11 a.m.,
French time, at UGC Normandie, 116 avenue des Champs Elysées, Paris 78008, France.

Required Votes
Approval of Seagram Shareholders

The affirmative vote of at least two-thirds of the votes cast by Seagram shareholders at the Seagram
meeting on the arrangement resolution is required to approve the arrangement. The Seagram shareholders
that are parties to a voting agreement with Vivendi described under “The Merger Transactions — The
Voting Agreement” have agreed to vote shares representing approximately 24% of the outstanding
Seagram common shares in favor of the arrangement. Koninklijke Philips Electronics N.V. has announced
its intention to vote all of the Seagram common shares it owns (approximately 11% of the outstanding
Seagram common shares) in favor of the arrangement. As of October 23, 2000, Seagram’s directors and
executive officers and their affiliates owned approximately 24% of the outstanding Seagram common
shares. The affirmative vote of a simple majority of the votes cast by Seagram shareholders at the
Seagram meeting is required to elect directors and to appoint auditors.

Approval of Vivendi Shareholders

The affirmative vote of two-thirds of the votes cast by Vivendi shareholders at the Vivendi meeting is
required to approve the resolutions necessary to complete the merger transactions. As of September 30,
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2000, Vivendi’s directors and executive officers and their affiliates owned approximately 0.05% of the
outstanding Vivendi shares.

Approval of CANAL+ Shareholders

The affirmative vote of two-thirds of the votes cast by CANAL+ shareholders at the CANAL+
meeting is required to approve the resolutions necessary to complete the merger transactions. Vivendi and
Vivendi Universal have agreed to vote all of the CANAL+ ordinary shares they own (approximately 49%
of the outstanding CANAL+ ordinary shares) in favor of the resolutions necessary to complete the merger
transactions. The affirmative vote of a simple majority of the votes cast by CANAL+ shareholders at the
CANAL+ meeting is required to approve the resolution relating to a share repurchase program to replace
CANAL+’s currently authorized program. As of September 30, 2000, CANAL+ directors and executive
officers who are natural persons owned less than 1% of the outstanding CANAL+ ordinary shares.

Dissenting Shareholder Rights

Registered holders of Seagram common shares that submit a written notice of dissent from the
arrangement resolution prior to 5:00 p.m., Eastern time, on the business day preceding the Seagram
meeting and that comply with other applicable procedures will be entitled to be paid the fair value of all
their Seagram common shares. See ‘“The Shareholder Meetings — The Seagram Meeting — Dissenting
Shareholder Rights.” Vivendi and CANAL+ shareholders have no dissenters’ or similar rights in
connection with the merger transactions. See “Comparison of Shareholders’ Rights.”

Authorizations and Recommendations

Vivendi’s board of directors unanimously authorized Vivendi’s chairman to take all necessary actions
to effect the merger transactions and to execute and deliver the merger agreement and related agreements.
Vivendi’s board of directors unanimously recommends that Vivendi shareholders vote FOR the resolutions
necessary to complete the merger transactions and the other resolutions submitted to Vivendi shareholders
at the meeting.

Seagram’s board of directors unanimously approved the merger agreement and related agreements and
determined that the arrangement was fair to Seagram’s shareholders and in the best interests of Seagram
and Seagram shareholders. Seagram’s board of directors unanimously recommends that Seagram
shareholders vote FOR the arrangement resolution, the election of directors listed under “Seagram Annual
Meeting Information — Election of Directors of Seagram” and the appointment of auditors.

CANAL+’s board of directors unanimously approved the merger transactions and authorized
CANAL+’s chairman to take all necessary actions to effect the merger transactions and to execute and
deliver the merger agreement and related agreements. CANAL+’s board of directors unanimously
recommends that CANAL+ shareholders vote FOR the resolutions necessary to complete the merger
transactions and the other resolutions submitted to CANAL+ shareholders at the meeting.

Opinions (page 70)

Opinion of Vivendi’s Financial Advisor

In deciding to approve the merger transactions, Vivendi’s board of directors considered, among other
factors, the opinion of its financial advisor, Lazard Freres S.A.S., that, as of the date of its opinion, and
based upon and subject to the assumptions, limitations and qualifications provided in the opinion, the
exchange ratio and the CANAL+ exchange ratio were fair to Vivendi from a financial point of view. The
full text of the Lazard opinion is attached as Annex M to this document. Vivendi urges its shareholders to
read this opinion in its entirety.
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Opinions of Seagram’s Financial Advisors

In deciding to approve the merger transactions, Seagram’s board of directors considered the opinions
of its financial advisors, Goldman, Sachs & Co. and Morgan Stanley & Co. Incorporated, that, as of the
date of their respective opinions, and subject to and based on the considerations referred to in their
respective opinions, the exchange ratio pursuant to the merger agreement and plan of arrangement was fair
from a financial point of view to the holders of the outstanding Seagram common shares. The full texts of
the opinions of Goldman Sachs and Morgan Stanley are attached as Annexes J and K, respectively, to this
document. Seagram urges its shareholders to read these opinions in their entirety.

Opinion of CANAL~’s Financial Advisor

In deciding to approve the merger transactions, CANAL+’s board of directors considered, among
other factors, the opinion of its financial advisor, Merrill Lynch International, that, as of the date of its
opinion, and based upon and subject to the factors and assumptions set forth in the opinion, the CANAL+
exchange ratio, as described in “The Merger Transactions — Structure and Background — Opinions —
Opinion of CANAL+’s Financial Advisor,” was fair from a financial point of view to CANAL+
shareholders other than Vivendi and its affiliates. The full text of the Merrill Lynch International opinion
is attached as Annex L to this document. CANAL+ urges its shareholders to read this opinion in its
entirety.

Interests of Directors and Executive Officers in the Merger Transactions (page 96)

When considering the authorizations or recommendation of the boards of directors of Vivendi,
Seagram and CANAL+ with respect to the merger transactions, you should be aware that some of the
directors and executive officers of Vivendi, Seagram and CANAL+ are subject to agreements and
arrangements that may cause them to have interests in the merger transactions that are different from, or
in addition to, your interests as a shareholder. See “The Merger Transactions — Structure and
Background — Interests of Directors and Executive Officers in the Merger Transactions.”

The Merger Transaction Agreements (page 108)
The Merger Agreement

Seagram and Vivendi Universal will combine in accordance with a plan of arrangement under
Canadian law. Following the closing of the arrangement, Seagram will be an indirect subsidiary of Vivendi
Universal.

Conditions to the Arrangement

Each of the parties’ obligations to complete the arrangement, which is the final step in the merger
transactions, is subject to the satisfaction or waiver of specified conditions that include the following:

 the merger transactions must be approved by Vivendi, Seagram and CANAL+ shareholders;

« the final order, described below, issued by the Ontario Superior Court of Justice in connection with
the arrangement must be received on terms satisfactory to the parties, acting reasonably, and must
not be set aside or modified;

« the Vivendi/CANAL+ transactions must be completed immediately before the completion of the
arrangement;

* no final and non-appealable injunction, order or decree restraining or enjoining the completion of
the merger transactions may be in effect;

» the Vivendi Universal shares to be issued, or reserved for issuance, in connection with the
arrangement must be approved for listing on the Paris Bourse;
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* the Vivendi Universal ADSs and the Vivendi Universal American depositary receipts (ADRs) to
be issued in connection with the arrangement or upon the exchange of exchangeable shares must be
registered under the Securities Exchange Act of 1934, as amended, and approved for listing on the
New York Stock Exchange (NYSE) or The NASDAQ Stock Market;

« the exchangeable shares must be approved for listing on The Toronto Stock Exchange;
« the parties must obtain specified regulatory approvals from various governmental authorities;

* the parties must comply in all material respects with their respective covenants in the merger
agreement;

« the parties’ respective representations and warranties in the merger agreement must be true and
correct as required by the merger agreement; and

* there must be no material adverse change to Vivendi, CANAL+ or Seagram since June 19, 2000
that has not been cured.

The obligations of Vivendi, Vivendi Universal Exchangeco and Vivendi Universal to complete the
arrangement are also subject to the satisfaction or waiver of the condition that holders of not more than
9.9% of Seagram common shares exercise dissenters’ rights in connection with the arrangement.

The obligations of Seagram to complete the arrangement are subject to the satisfaction or waiver of
the following additional conditions:

 each Vivendi Universal voting right must entitle its beneficiary to one vote on the same basis and in
the same circumstances as one Vivendi Universal ordinary share;

* the boards of directors of Vivendi, Vivendi Universal Exchangeco, Vivendi Universal and
CANAL+ must take all necessary corporate action to permit the completion of the merger
transactions;

* regulatory approvals required to permit the issuance and first resale of the Vivendi Universal ADSs,
exchangeable shares and Vivendi Universal voting rights and Vivendi Universal ADSs issued in
connection with the arrangement and the Vivendi Universal ADSs issuable upon the exchange of
exchangeable shares must be received;

« favorable opinions of U.S. and Canadian tax counsel on the tax consequences of the merger
transactions to Canadian resident and U.S. Seagram shareholders must be received by Seagram;
and

« transactions specified in the merger agreement must be approved by Vivendi as sole shareholder of
Vivendi Universal.

Termination of the Merger Agreement; Termination Fees

The merger agreement contains provisions addressing the circumstances in which Vivendi, CANAL+
or Seagram may terminate the merger agreement. The merger agreement does not permit any party to
terminate the merger agreement in order to accept an alternative transaction, including an alternative
transaction that may be superior. If failing to do so would be inconsistent with its fiduciary duties (and
other criteria are satisfied), however, the board of directors of any party may change its recommendation
that its shareholders approve the applicable merger transactions if the party receives an unsolicited,
superior acquisition proposal from a third party and may engage in discussions with a third party if its
board concludes that there is a reasonable likelihood that after engaging in negotiations, it would
determine that the acquisition proposal would constitute a superior proposal. See “The Merger
Agreement — No Other Transactions Involving Vivendi, Seagram or CANAL+.” The merger agreement
provides that, in some circumstances, Vivendi or Seagram would be required to pay the other a
termination fee of U.S.$800 million. The merger agreement also provides that, in other circumstances,
Vivendi may be required to pay Seagram a termination fee of U.S.$50 million and to reimburse up to
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U.S.$25 million of Seagram’s expenses. For more information on those fees and expenses, and the
circumstances in which they may become payable, see “The Merger Transactions — The Merger
Agreement — Seagram Termination Fee” and “The Merger Transactions — The Merger Agreement —
Vivendi Termination Fee.”

The Option Agreement

Vivendi and Seagram have entered into an option agreement pursuant to which Vivendi has an option
to purchase up to 19.9% of the outstanding Seagram common shares. The option becomes exercisable if
Vivendi becomes unconditionally entitled to receive the Seagram termination fee under the merger
agreement. Vivendi’s profit under the option agreement is capped at U.S.$800 million, less any termination
fee paid by Seagram under the merger agreement.

The Voting Agreement

Vivendi has entered into a voting agreement with several Seagram shareholders who are members or
affiliates of the Bronfman family. Pursuant to the voting agreement, those sharecholders have agreed to vote
shares representing approximately 24% of the outstanding Seagram common shares in favor of the
arrangement.

The Governance Agreement

Vivendi and Vivendi Universal have entered into a governance agreement with the Seagram
shareholders that are parties to the voting agreement. Pursuant to the governance agreement, upon the
completion of the arrangement, Vivendi Universal will be required to use its best efforts to appoint and
thereafter to continue for a specified period to have serve on its board of directors a specified number of
designees (initially five) initially chosen by Seagram’s board of directors. Three of the five designees will
be members of the Bronfman family who are parties to the governance agreement. The governance
agreement requires that the number of directors on Vivendi Universal’s board of directors be reduced to 18
by the second anniversary of the completion of the arrangement. The governance agreement also restricts
the transfer of Vivendi Universal securities held by the Seagram shareholders that are parties to the voting
agreement and contains other provisions relating to the ownership, holding, transfer and registration of
Vivendi Universal securities.

The Vivendi/CANALA Transactions

The Vivendi/CANAL+ transactions will take place in accordance with a series of contribution and
merger agreements and related agreements. In the first step, Vivendi will contribute its 15% interest in
CANAL+ to its wholly-owned subsidiary Vivendi Universal and will then merge into Vivendi Universal.

The contribution agreements will provide for the following transactions:

« the contribution by CANAL+ to its wholly-owned subsidiary CANAL+ Distribution of the
distribution and marketing business associated with CANAL+’s French premium pay television
channel,

« the contribution by CANAL+ to its wholly-owned subsidiary CANAL+ Régie of the business of
selling advertising on pay television channels; and

* the contribution by CANAL+ to its wholly-owned subsidiary Canal Holdco of all of its businesses,
including the shares of CANAL+ Distribution and CANAL+ Régie, other than the French
premium pay television channel and the subsequent distribution, on a pro rata basis, to CANAL+
shareholders of the Canal Holdco shares received by CANAL+ in consideration for the
contribution of the transferred businesses, subject to the approval of the merger of Canal Holdco
into Vivendi Universal.
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The businesses being transferred to Canal Holdco consist primarily of CANAL+’s interests in:

o distribution and marketing businesses associated with CANAL+’s French premium pay television
channel as well as the business of selling advertising on pay television channels;

 pay television operations outside of France and digital satellite and cable television systems;
» thematic channels;

 film and television production, distribution and rights management businesses;
 technology businesses; and

« Internet businesses.

The contribution agreements will also provide that Canal Holdco will contribute all of these
businesses, other than the Internet businesses, to its wholly-owned subsidiary Groupe CANAL+.

After the distribution of Canal Holdco shares, Canal Holdco will merge into Vivendi Universal and
Vivendi Universal will hold 100% of Groupe CANAL+. In this merger, CANAL++ shareholders (other
than Vivendi Universal) will receive two Vivendi Universal ordinary shares for each CANAL+ ordinary
share they own and will retain their existing shares in CANAL+.

CANAL+ will enter into a long-term agreement with CANAL+ Distribution under which CANAL+
Distribution will transfer back to CANAL+ the rights to the subscriber lists and contracts relating to
CANAL+, and will perform distribution and marketing services for the French premium pay television
channel in exchange for a fee equal to CANAL+’s aggregate operating and extraordinary revenue, net of
its costs (including operating and extraordinary costs but excluding financial and interest costs and income
taxes) and a guaranteed margin of approximately €50 million per year.

Completion of the Vivendi/CANAL+ transactions is subject to the satisfaction or waiver of specified
conditions that include the following:

» the Vivendi/CANAL+ transactions must be approved by the shareholders of the entities involved;

« the final order, described below, issued by the Ontario Superior Court of Justice, must be received
on terms satisfactory to the parties, acting reasonably, and must not be set aside or modified; and

* the arrangement must be completed.

Effective Time of the Arrangement

We will complete the arrangement when all of the conditions to the completion of the arrangement
are satisfied or waived in accordance with the merger agreement. The arrangement will become effective
immediately following completion of the Vivendi/CANAL+ transactions and when a certificate of
arrangement is issued under Canadian law. We expect to complete the arrangement and the other merger
transactions before the end of 2000.

The Holding Company Alternative (page 130)

Under the terms of the merger agreement, Seagram shareholders that hold Seagram common shares
directly or indirectly through one or more recently incorporated Canadian holding companies have the
option of completing a corporate reorganization with Seagram prior to the completion of the arrangement.
Choosing this holding company alternative will require an electing Seagram shareholder to implement a
complex corporate structure through which to hold Seagram common shares. The holding company
alternative may have favorable Canadian federal income tax consequences that are not described in this
document for some Seagram shareholders. Seagram shareholders wishing to avail themselves of the
holding company alternative should consult their own financial, tax and legal advisors. In order to
participate in the holding company alternative, the Seagram shareholder must advise Seagram in writing,
c/o Seagram’s secretary at 1430 Peel Street, Montreal, Quebec, H3A 1S9, at or prior to 5:00 p.m.,
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Eastern time, on November 17, 2000, that the Seagram shareholder wishes to participate in the holding
company alternative and must, at or prior to 5:00 p.m., Eastern time, on November 23, 2000, return to
Seagram’s secretary at 1430 Peel Street, Montreal, Quebec, H3A 1S9 an executed share exchange
agreement together with any required documentation. See “The Merger Transactions — The Holding
Company Alternative.”

Securities (page 147)
The Vivendi Universal ADS's

The depositary will issue the Vivendi Universal ADSs pursuant to the deposit agreement between it
and Vivendi Universal. Each Vivendi Universal ADS will represent one Vivendi Universal ordinary share.
The depositary will convert cash dividends paid by Vivendi Universal to U.S. dollars and will distribute the
net proceeds proportionally to holders of Vivendi Universal ADSs. When Vivendi Universal conducts
shareholder votes, holders of Vivendi Universal ADSs will be able to vote the ordinary shares underlying
their ADSs by following the voting instructions described in “Securities — Description of Vivendi
Universal ADSs.”

The Exchangeable Shares

Vivendi Universal Exchangeco will issue the exchangeable shares. The exchangeable shares will be
exchangeable for Vivendi Universal ADSs and will be substantially the economic equivalent of the Vivendi
Universal ADSs that Seagram shareholders would have received if they had elected to receive Vivendi
Universal ADSs. Upon the declaration of any dividend or distribution payable to holders of Vivendi
Universal ADSs, Vivendi Universal Exchangeco’s board of directors will declare and pay an economically
equivalent dividend or distribution on the exchangeable shares. In the case of cash dividends, Vivendi
Universal Exchangeco will pay the dividend in the currency in which the Vivendi Universal ADS dividend
was paid or in an equivalent amount in Canadian dollars. The exchangeable shares will be exchangeable
for Vivendi Universal ADSs at any time during their term at the option of the holder on a one-for-one
basis, subject to adjustment in limited circumstances. See “The Merger Transactions — Structure and
Background — Merger Transaction Steps — Limitation on Number of Exchangeable Shares and Vivendi
Universal Voting Rights.”

If you are a Canadian resident Seagram shareholder and CIBC Mellon Trust Company does not
receive your properly completed and duly executed letter of transmittal and election form, share
certificates and all other required documents prior to the deadline for electing to receive exchangeable
shares, you will automatically receive Vivendi Universal ADSs in the arrangement. If you are a Canadian
resident Seagram shareholder, receipt of Vivendi Universal ADSs will generally result in a taxable event
to you and the receipt by you of “foreign property” for Canadian tax purposes. It is important, therefore,
that you properly complete and return your letter of transmittal and election form, share certificates and
all other required documents so that they may be received by CIBC Mellon Trust Company prior to the
election deadline of 5:00 p.m., Eastern time, on November 30, 2000 if you wish to receive exchangeable
shares. In addition to submitting these documents, it is also important that you complete, sign and return
your proxy card to Seagram’s secretary or otherwise vote on the arrangement and the other matters at the
Seagram meeting.

The Vivendi Universal Voting Rights

If you are a Canadian resident Seagram shareholder that elects to receive exchangeable shares in the
arrangement, you will also receive a Vivendi Universal voting right for each exchangeable share you
receive. Under French law, each Vivendi Universal voting right you hold will be an action en nue propriété
(or bare legal title of the ordinary share), which will give you the right to vote on the same basis and in
the same circumstances as would one Vivendi Universal ordinary share.
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Regulatory Matters (page 103)
Court Approval

The arrangement requires approval of the Ontario Superior Court of Justice pursuant to a final order.
Prior to the mailing of this document, Seagram obtained an interim order providing for the calling and
holding of the Seagram meeting and other procedural matters. Subject to approval of the arrangement
resolution by the Seagram shareholders at the Seagram meeting, the hearing in connection with the final
order is scheduled to take place on December 6, 2000, at 10:00 a.m., Eastern time, at the Ontario court at
393 University Avenue, Toronto, Ontario, Canada.

Regulatory Approvals

Under Canadian law, we may not complete the arrangement until Vivendi files an application for
review with each of the Canadian Minister of Industry and the Minister of Canadian Heritage and those
Ministers determine that the arrangement is of “net benefit to Canada.” Both Ministers approved the
arrangement during the week of October 16, 2000.

Under Canadian competition law, we may not complete the arrangement until we file a pre-merger
notification and the applicable waiting period expires or we obtain an advance ruling certificate from the
Canadian Commissioner of Competition. The Commissioner of Competition issued an advance ruling
certificate on August 28, 2000.

Under U.S. antitrust laws, we may not complete the merger transactions until we notify the Antitrust
Division of the U.S. Department of Justice and the U.S. Federal Trade Commission of the merger
transactions and file the necessary report forms and the applicable waiting period expires. The applicable
waiting period expired on August 12, 2000.

Under regulations of the Council of the European Union, we may not complete the merger
transactions until we notify the European Commission of the merger transactions and the European
Commission determines that the transactions do not create or strengthen a dominant position that would
significantly impede effective competition in the European common market or a substantial part of the
European common market. After consultation with the European Commission regarding Vivendi
Universal’s prospective pay-television, Internet portal and on-line music operations, we have agreed that,
following the merger transactions, Vivendi Universal will divest its interest in BSkyB and will make its on-
line music content available to competitors of Vizzavi, a multi-access Internet portal being developed
through a joint venture with Vodafone Airtouch, in Europe on a non-discriminatory basis for a period of
five years following the merger transactions. Universal Music Group has the right to ask the Commission
to review this undertaking after three years if market conditions change. In addition, following the merger
transactions, Seagram’s Universal Studios, subject to specified conditions, will not grant to CANAL+
“first window” rights covering more than 50% of the films produced or co-produced by Universal Studios
for a specified period in some European countries (a “first window” right is the right to show a film on
pay television after it has been released in cinemas and through video rental but before it is shown on
broadcast television). We do not expect these actions to have a materially detrimental effect on Vivendi
Universal’s results of operations. The European Commission approved the completion of the merger
transactions on October 13, 2000.

In addition, we have made filings with or obtained approvals from a number of other governmental
authorities in connection with the merger transactions, including governmental authorities in Argentina,
Brazil, the Czech Republic and South Africa.

On July 26, 2000, the Conseil Superieur de I’Audiovisuel (CSA), the French administrative authority
that regulates the French television and radio broadcasting industries, notified Vivendi and CANAL+ that
it would not object to the merger transactions, subject to its final review of the documentation relating to
the Vivendi/CANAL+ transactions.
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We cannot assure you that we will obtain all approvals necessary to complete the merger transactions
or that governmental authorities will not impose conditions to the completion of the merger transactions or
require changes to the terms of the agreements governing the merger transactions. These conditions or
changes could result in other conditions to the completion of merger transactions not being satisfied.

Accounting Matters (page 107)

Vivendi Universal will prepare financial statements using French generally accepted accounting
principles (or GAAP). In accordance with the rules and regulations of the Securities and Exchange
Commission (SEC), Vivendi Universal will reconcile the financial statements it files with the SEC to U.S.
GAAP. Vivendi Universal intends to account for the arrangement using the “purchase” method of
accounting for business combinations under French GAAP. When it reconciles its financial statements to
U.S. GAAP, it will also account for the arrangement using the “purchase” method of accounting for
business combinations.

Stock Exchange Matters (page 107)

We expect that the Vivendi Universal ordinary shares will be listed for trading on the Premier Marché
of the Paris Bourse.

We expect that the Vivendi Universal ADSs will be listed for trading on the NYSE under the trading
symbol “V”.

We expect that the exchangeable shares will be listed for trading on The Toronto Stock Exchange
under the trading symbol “VUE”.

Tax Information (page 188)
Upon completion of the merger transactions:

e U.S. Seagram shareholders will not recognize gain or loss for U.S. federal income tax purposes in
connection with the arrangement, except for gain or loss recognized because of cash received in lieu
of fractional shares;

» Canadian resident Seagram shareholders that validly elect to receive exchangeable shares and make
a valid tax election may choose not to recognize gain or loss for Canadian federal income tax
purposes in connection with the arrangement; however, Canadian resident Seagram shareholders
that receive Vivendi Universal ADSs will generally recognize a gain or loss for Canadian federal
income tax purposes;

e Seagram shareholders that are Canadian deferred income plans and validly elect to receive
exchangeable shares will receive a “qualified investment” that is not “foreign property” for
Canadian federal income tax purposes; Vivendi Universal ADSs will be a “qualified investment”
that is “foreign property” for Canadian federal income tax purposes;

» U.S. Vivendi shareholders should not recognize gain or loss for U.S. federal income tax purposes in
connection with the merger of Vivendi into Vivendi Universal, except for gain or loss recognized
because of cash received in licu of fractional shares; and

» U.S. CANAL+ shareholders should not recognize gain or loss for U.S. federal income tax purposes
in connection with the Vivendi/CANAL+ transactions, except for any gain or loss recognized
because of cash received in lieu of fractional shares.
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SUMMARY OF FINANCIAL DATA

COMPARATIVE MARKET PRICE, TRADING VOLUME,
DIVIDEND DATA AND EXCHANGE RATES

Market Prices and Trading Volume

Vivendi and Vivendi Universal

Vivendi Universal and Vivendi Universal Exchangeco are currently wholly-owned subsidiaries of Vivendi.
Accordingly, there is currently no public market for the Vivendi Universal ordinary shares or ADSs or the
Vivendi Universal Exchangeco exchangeable shares that will be issued in connection with the merger
transactions.

Vivendi ordinary shares are traded on the Paris Bourse. Vivendi ADSs, each representing one-fifth of a
Vivendi ordinary share, are listed for trading on the NYSE under the symbol “V”. The table below sets forth,
for the periods indicated, the reported high and low sales prices and trading volume of the Vivendi ordinary
shares on the Paris Bourse and the high and low bids and trading volume for Vivendi ADSs in the United
States (which traded over the counter until September 11, 2000). We have rounded prices to the nearest cent.

Vivendi Ordinary Shares Vivendi ADSs
Trading Trading
High Low Volume High Low Volume
€) €) (thousands) (U.S.9) (U.S.9) (thousands)
1998
First Quarter.................... 52.99 38.62 93,681 11.21 8.38 2,072
Second Quarter. ................. 65.81 49.75 85,426 15.42 10.71 2,880
Third Quarter ................... 71.85 51.69 88,579 15.87 12.83 5,761
Fourth Quarter .................. 72.35 49.40 103,202 17.33 12.08 2,563
1999
First Quarter.................... 87.13 72.33 112,200 20.33 15.21 6,143
Second Quarter. ................. 81.10 69.60 137,700 17.67 14.38 4,459
Third Quarter ................... 83.70 65.05 121,975 17.25 13.75 4,833
Fourth Quarter .................. 92.95 61.10 158,386 18.88 13.25 5,266
2000
First Quarter.................... 150.00 79.10 204,800 28.50 16.25 13,438
Second Quarter. ................. 122.00 85.30 208,594 25.75 16.25 14,463
Third Quarter ................... 97.10 80.30 176,000 18.37 14.00 16,005
Fourth Quarter (through
October 31) .................. 91.75 76.15 85,086 15.69 13.00 49,259
Seagram

Seagram common shares are traded on the NYSE, The Toronto Stock Exchange and the London
Stock Exchange. The table below sets forth, for the periods indicated, the reported high and low quoted
prices and trading volume of the Seagram common shares on the NYSE and The Toronto Stock
Exchange. We have rounded prices to the nearest cent.

NYSE Toronto Stock Exchange
Trading Trading
High Low Volume High Low Volume
(U.S.$) (U.S.$) (thousands) (Cdn.$) (Cdn.$) (thousands)
1998
First Quarter ................. 39.75 31.44 39,468 56.50 44.70 25,471
Second Quarter ............... 46.69 36.81 45,424 67.50 52.65 34,217
Third Quarter................. 41.94 28.69 35,883 62.25 43.80 24,549
Fourth Quarter................ 38.38 25.13 46,002 59.50 38.65 34,176
1999
First Quarter ................. 51.25 38.00 64,381 77.35 58.00 41,400
Second Quarter ............... 65.00 48.81 82,263 98.00 72.00 35,138
Third Quarter................. 57.19 43.00 57,457 85.40 63.35 29,197
Fourth Quarter................ 49.94 36.63 53,540 73.40 54.50 26,756
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NYSE Toronto Stock Exchange

Trading Trading
High Low Volume High Low Volume
(U.S.$) (U.S.$) (thousands) (Cdn.$) (Cdn.$) (thousands)
2000

First Quarter ................. 65.19 43.06 80,168 94.95 63.05 42,435
Second Quarter ............... 63.13 43.69 89,428 92.60 65.90 51,298
Third Quarter................. 62.69 53.31 82,187 92.00 78.40 24,242

Fourth Quarter (through
October 31) ................ 60.75 50.50 48,291 91.50 76.00 9,399

CANAL+

CANAL+ ordinary shares are traded on the Paris Bourse. CANAL+ ADSs, each representing
one-fifth of a CANAL+ ordinary share, are traded over the counter in the United States. The table below
sets forth, for the periods indicated, the reported high and low sales prices and trading volume of the
CANAL+ ordinary shares on the Paris Bourse and the high and low bids for CANAL+ ADSs in the
United States. We have rounded prices to the nearest cent.

Ordinary Shares ADSs
Trading Trading
High Low Volume High Low Volume
€ € (thousands) (U.S.9) (U.S.$) (thousands)
1998
First Quarter................. 52.60 42.23 28,793 10.81 9.34 226
Second Quarter. .. ............ 45.51 39.88 23,916 9.90 8.59 94
Third Quarter ................ 52.37 41.54 23,279 12.12 9.00 92
Fourth Quarter ............... 58.66 46.96 25,444 14.37 9.84 1,233
1999
First Quarter................. 80.72 51.55 28,928 17.00 12.12 734
Second Quarter. .............. 76.37 62.95 28,830 15.75 13.50 875
Third Quarter ................ 72.00 55.70 22,597 14.50 12.00 117
Fourth Quarter ............... 155.00 56.65 24,770 29.50 12.50 130
2000
First Quarter................. 369.00 111.10 46,181 69.50 23.50 378
Second Quarter. .............. 255.10 157.20 37,887 44.50 30.75 86
Third Quarter ................ 194.50 158.50 25,213 34.63 28.38 377
Fourth Quarter (through
October 31) ............... 184.10 152.70 10,065 32.00 25.50 96

On June 9, 2000, the last trading day before we believe speculation regarding the merger transactions
may have affected the trading values of the Vivendi and Seagram shares, Vivendi ordinary shares closed at
€116.00 per share on the Paris Bourse, the last bid for Vivendi ADSs was U.S.$21.88 per ADS,
CANAL+ ordinary shares closed at €214.10 per share on the Paris Bourse, the last bid for CANAL+
ADSs was U.S.$39.00 per ADS and Seagram common shares closed at U.S.$50.31 on the NYSE and
Cdn.$74.60 on The Toronto Stock Exchange. On October 31, 2000, Vivendi ordinary shares closed at
€84.70 per share on the Paris Bourse, Vivendi ADSs closed at U.S.$14.06 per ADS on the NYSE,
CANAL+ ordinary shares closed at €170.5 per share on the Paris Bourse, and Seagram common shares
closed at U.S.$57.12 on the NYSE and at Cdn.$87.40 on The Toronto Stock Exchange.

We urge you to obtain current market quotations.
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Dividend Data

The table below sets forth the total dividends paid per Vivendi ordinary share, Vivendi ADS,
CANAL+ share, CANAL+ ADS and Seagram common share in respect of each calendar year indicated.
The amounts shown for Vivendi and CANAL+ exclude the avoir fiscal, a French tax credit described
under “Tax Information — Tax Considerations for Vivendi Shareholders” and “Tax Information — Tax
Considerations for CANAL+ Shareholders.” For French companies, dividends in respect of a given year’s
results are paid in the following year. Each of Vivendi and CANAL+ has historically paid annual
dividends in respect of its prior fiscal year, while Seagram has historically paid quarterly dividends. The
payment and amount of Vivendi Universal dividends will depend on Vivendi Universal’s earnings, financial
condition and other factors. We have rounded dividend amounts to the nearest cent.

Vivendi CANAL+ Seagram
Ordinary Vivendi Ordinary CANAL+ Common
Share ADS Share ADS Share
©) (U.S.$) (€) (U.S.9) (U.S.$)
190S 1.72 0.44 0.76 0.15 0.60
1996 1.83 0.41 0.76 0.20 0.61
1907 2.29 0.50 0.76 0.16 0.66
1998 2.75 0.52 0.80 0.16 0.66
1999 1.00 0.22 0.80 0.65 0.66

As permitted by the merger agreement, Seagram intends to pay a cash dividend for the period ending
on the date of the completion of the arrangement and beginning on the record date for the prior quarterly
dividend. The dividend will equal U.S.$0.165 per share, Seagram’s current quarterly dividend rate, pro
rated to the extent this period is less than a full quarter.

Exchange Rates
French franc and euro/U.S. dollar

Under the provisions of the Treaty on European Union negotiated at Maastricht in 1991 and signed by
the then 12 member states of the European Union in early 1992, a European Monetary Union, known as
EMU, was implemented on January 1, 1999 and a single European currency, known as the euro, was
introduced. The following 11 member states participate in EMU and have adopted the euro as their national
currency: Austria, Belgium, Finland, France, Germany, Ireland, Italy, Luxembourg, The Netherlands, Portugal
and Spain. The legal rate of conversion between the French franc and the euro was fixed on December 31,
1998 at €1.00 = FF6.55957, and we have translated French francs into euros at that rate. For your
convenience, this document contains translations of certain French franc and euro amounts into U.S. dollars.
Unless otherwise indicated, we have translated U.S. dollar amounts in Vivendi’s financial information from
euros at the rate of €1.00 = U.S.$.995, the noon buying rate in New York City for cable transfers in euros as
announced by the Federal Reserve Bank of New York for customs purposes on December 31, 1999, which is
the equivalent of FF6.59253 to U.S.$1.00. This does not mean that we actually converted these amounts into
U.S. dollars. On June 9, 2000, the last trading day before we believe speculation regarding the merger
transactions may have affected the trading values of the Vivendi and Seagram shares, the noon buying rate for
euros was €1.00 = U.S.$0.9526. The noon buying rate for euros on October 31, 2000, was €1.00 =
U.S.$0.8486. The noon buying rate for Canadian dollars on October 31, 2000 was Cdn.$1.00 = U.S.$1.5273.
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The following table shows the French franc/U.S. dollar exchange rate for 1995 through 1998, based

on the noon buying rate, expressed in French francs per U.S. dollar and the euro/U.S. dollar exchange

rate for 1999 and 2000 through October 31, 2000, based on the noon buying rate, expressed in U.S. dollars

per euro.

Year

Euro/U.S. dollar 2000 (through October 31)
Euro/U.S. dollar 1999
French franc/U.S. dollar

Canadian dollar/U.S. dollar

Period

End
1.18

Average
Rate*

1.17
0.93

5.90
5.85
5.12
4.96

High
1.20
1.00

6.21
6.35
5.29
5.39

The following table shows the Canadian dollar/U.S. dollar exchange rate for 1995 through
October 31, 2000, based on the noon buying rate, expressed in Canadian dollars per U.S. dollar.

Year

2000 (through October 31) ... ...t
1999

Period
End

1.52
1.54
1.53
1.43
1.37
1.36

Average
Rate*

1.51
1.49
1.48
1.38
1.36
1.37

High
1.53
1.54
1.58
1.44
1.39
1.43

Low

1.16
0.85

5.38
5.19
4.90
4.78

Low

1.49
1.45
1.40
1.34
1.33
1.33

* The average of the noon buying rates for French francs, euros or Canadian dollars, as the case may be, on the last business day of

each month during the relevant period.
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SELECTED UNAUDITED INTERIM CONSOLIDATED FINANCIAL DATA

Selected Vivendi Unaudited Interim Consolidated Financial Data

The selected unaudited interim consolidated financial statements below have been prepared in
accordance with French GAAP, which differs in certain significant respects from U.S. GAAP. Note 15 to
Vivendi’s consolidated financial statements as of June 30, 2000 describes the principal differences between
French GAAP and U.S. GAAP as they relate to Vivendi. The information below and Vivendi’s
consolidated financial statements are reported in euros. For your convenience, we have also presented U.S.
dollar amounts, calculated at the rate of U.S.$1.00 to €1.0465, which was the noon buying rate at June 30,
2000.

For the six months ended June 30,
€

(€ millions, except per share data) IZJO?J()s 2000 1999 (*) 1999
Income statement data:

Amounts in accordance with French GAAP

Net revenuUe. . . .. ..ottt e 18,551.2 19,413.8 18,076.1 18,199.6
Net revenue outside France ........... ... ... ........ 8,940.1 9,355.8 8,308.9 6,843.9
Operating iNCoOMEe . . .. ..ovt ittt ieennn 1,108.3 1,159.8 840.0 880.3
Exceptional items. .......... ... .. . i 1,699.5 1,778.5 94.1 92.0
Goodwill amortization . ............ ... ... .. (241.2) (252.4) (147.8) (148.7)
Minority interest. . .......vuin e (251.2) (262.8) (65.8) (76.3)
Netincome . ........ ... ..., 1,353.6 1,416.5 847.1 782.8
Basic earnings per share .............. ... .. ... ... 2.3 2.4 1.7 1.6
Net cash provided by operating activities . . ............ 322.3 337.3 137.9 137.9
Capital expenditure . ............................... 2,486.4 2,602.0 1,916.4 1,916.4
Amounts in accordance with U.S. GAAP

Netsales .. ..o e 16,427.3 17,191.2 17,487.5 17,611.0
Net iNCOME . . oottt ettt 509.1 532.8 254.6 190.3
Basic earnings per share ............................ 0.9 0.9 0.5 0.4
Diluted earnings per share .......................... 0.8 0.9 0.5 0.4

At the period ended
U.S.$ € € €
June 30, 2000 June 30, 2000 Dec. 31, 1999(*) Dec. 31, 1999

Balance sheet data:
Amounts in accordance with French GAAP

Shareholders’ equity ................... 11,957.9 12,513.9 10,776.5 10,892.2
Minority interest ...................... 3,920.8 4,103.1 3,754.5 4,052.4
Total assets .......................... 73,611.4 77,034.3 82,101.9 82,777.0
Total long term assets ................. 42,497.0 44,473.1 44,851.6 45,340.9
Net financial debt ... .................. 20,691.4 21,653.6 22,832.7 22,832.7

* Pro forma presented in accordance with Vivendi accounting policies as of June 30, 2000.
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Vivendi Reconciliation of Adjusted EBITDA with Operating Income

(millions)
Six months ended June 30,
US$ €
2000 2000 1999
Telecommunications .. ............iuuieineieienennenn... 575.9 602.7 569.0
Publishing and Multimedia............ ... ... . ... o ... 162.7 170.3 113.0
Audiovisual and Pay Television .....................couin.... 222.4 232.7 4.6
Internet .. ... o (57.2) (59.9) (28.6)
Communication ......... ... ...t 903.8 945.8 658.0
Water. .o 731.3 765.3 561.5
Waste management .. ........ ... 378.9 396.5 258.3
Energy Services ... ......iiii 225.8 236.3 207.0
Transportation ... .... ...ttt 120.4 126.0 86.8
FCC . 135.7 142.0 122.3
Holding Environment .............. .. .. ... (26.7) (27.9)
Environment . . ... ... .. 1,565.4 1,638.2 1,235.9
Sithe . ... 155.1 162.3 101.6
Construction and Real Estate .................................. (29.5) (30.9) 132.9
Others . .. ... e (74.9) (78.4) (60.9)
Adjusted EBITDA* . ... ... . 2,519.9 2,637.0 2,067.5
Amortization and depreciation ........... ... .. ... ., (1,288.7)  (1,348.6)  (1,084.1)
Expenses of replacement and repair of installation ............... (122.9) (128.6) (103.1)
Operating Income . ........... .. .. .. . . i 1,108.3 1,159.8 880.3

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of

installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this document, may not be strictly comparable to
similarly titled measures widely used in the United States or reported by other companies.

Seagram First Quarter Results

On November 1, 2000, Seagram reported its results for the first quarter of fiscal 2001 ended
September 30, 2000. Seagram’s EBITDA (operating earnings before depreciation, amortization and
corporate expenses) rose 32% from the comparable quarter of fiscal 2000, to $466 million. The results
reflected growth in Seagram’s Music, Recreation and Other, and Spirits and Wine businesses, as well as a
turnaround in Seagram’s Filmed Entertainment business. Seagram reported revenues of $3.5 billion, down
3% from the first quarter of fiscal 2000, primarily due to the impact of unfavorable foreign exchange and
divested operations in Seagram’s Music and Spirits and Wine businesses. On a constant exchange basis
and excluding the divested operations from the results for the fiscal 2000 quarter, Seagram’s revenue would
have represented a 2% increase over the fiscal 2000 quarter.

Seagram reported operating income of $172 million, versus $72 million for the same quarter in fiscal
2000. In addition, Seagram reported a net loss of $369 million or $0.84 per basic share, which included a
$390 million non-cash after-tax charge as a result of a cumulative effect of a change in accounting
principles related to accounting by producers or distributors of films. Excluding this accounting change,
Seagram had net income of $21 million, or $0.05 per basic share. In the first quarter of fiscal 2000,
Seagram reported a net loss of $124 million, or $0.29 per basic share, which included a $55 million after-
tax gain on the sale of its concert operations and an $84 million non-cash after-tax charge as a result of a
cumulative effect of a change in accounting principles related to start-up activities. Excluding these items,
Seagram’s net loss for the first quarter of fiscal 2000 was $95 million or $0.22 per share.
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Selected Unaudited CANAL+ Interim Consolidated Financial Data

The selected unaudited interim financial statements below have been prepared in accordance with
French GAAP, which differs in certain significant respects from U.S. GAAP. See “Financial
Statements — CANAL+ Financial Statements — Summary of Significant Differences Between Account-
ing Policies Generally Accepted in the United States and France” for more information on the principal
differences as they relate to CANAL+. The information below and CANAL+’s financial statements are
reported in euros. For your convenience, we have also presented U.S. dollar amounts, calculated at the rate
of €1.0465 to U.S.$1.00, which is the noon buying rate at June 30, 2000.

(€ million, except per share data)

Amounts in accordance with French GAAP

Income statement data:

Subscription revenues .. ...,
Advertising and sponsoring revenues. .............
Other revenues . ............veieiniennnnnnnn..
Total revenues .. ...,
Operating inCome . ............vuiinenennennn..
Net interest income (eXpense) ..................

Net income/ (10sS) . ...ooviiin .

Earnings per share(€) (1)

Balance sheet data:

Net cash (netdebt) ...........................
(Cash less long- and short-term borrowings)

Long-term borrowings. .........................
Shareholders’ equity . ..........coviiiiiiiin...

Total assets ....... ..o

For the six months ended June 30,

U.S.$ € €
2000 2000 1999
1,387 1,451 1,277
76 80 55
312 327 215
1,775 1,858 1,547
2 2 42
4 4 (7)
99 104 (36)
0.79 0.82 (0.29)

At the period ended
U.S.$ € €
June 30, 2000 June 30, 2000 Dec. 31, 1999

(2,339) (2,448) (2,346)
958 1,003 1,101

1,090 1,141 1,127

7,149 7,481 6,568

(1) Per share information is calculated by dividing net income by the weighted average number of shares outstanding in each year.
In addition, earnings per share has been divided by four to account for a four-for-one stock split that occurred in July 1999.

Amounts in accordance with U.S. GAAP

Total revenues . ...
Net INCOME . ..ottt e e
Basic earnings pershare........................

Diluted earnings per share ......................

At the period ended

U.S.$ € €
June 30, 2000 June 30, 2000 Dec. 31, 1999
1,772 1,854 1,544
(86) (90) (134)
(0.68) (0.71) (1.07)
(0.68) (0.71) (1.07)




SELECTED HISTORICAL FINANCIAL INFORMATION

Selected Vivendi Historical Financial Data

The selected historical consolidated financial statements below have been prepared in accordance with French
GAAP, which differs in certain significant respects from U.S. GAAP. Note 25 to Vivendi’s consolidated financial
statements as of December 31, 1999 describes the principal differences between French GAAP and U.S. GAAP as
they relate to Vivendi. The information below and Vivendi’s consolidated financial statements are reported in euros.
For your convenience, we have also presented U.S. dollar amounts, calculated at the rate of €1.0465 to U.S. $1.00,
which is the noon buying rate at June 30, 2000.

(millions, except per share data)

Income statement data:

Amounts in accordance with French
GAAP

Revenue
Revenue outside France
Operating income. . .............
Exceptional items, net...........
Goodwill amortization ...........
Minority interest. ...............
Net income (loss) ..............
Basic earnings (loss) per share ...
Dividends per share .............

Amounts in accordance with U.S.
GAAP

Shareholders’ Equity ............
Netincome....................
Basic earnings per share .........
Diluted earnings per share

Balance sheet data (at period end):

Amounts in accordance with French
GAAP

Total Shareholders’ Equity .......
Minority interest. ...............
Total assets ....................
Total long term assets ...........
Net cash provided by operating
activities
Capital expenditure .............
Net financial debt

Other data
Adjusted EBITDA*.............

At and for the year ended December 31,

U.S.$ €
1999 1999 1998 1997 1996 1995
39,773.0 41,6225 31,7371 25476.6 252934 24,8433
17,037.1 17,8293 10,313.0  8,204.8  7,793.0  7,212.2
2,179.2 22805  1,331.4 595.5 546.4 211.8
(800.6)  (837.8) 2493 878.6 139.8  (208.4)
584.8 612.0 209.5 374.7 146.8 155.6
5.1 5.3 2122 (115.1) (56.4)  (194.0)
1,367.8 14314  1,120.8 822.0 2977 (562.0)
2.6 2.7 2.5 2.1 0.8
1.0 1.0 0.9 0.8 0.6 0.6
16201.1  16,954.5 10,258.4 — — —
235.2 246.1 565.2 — — —
0.46 0.48 1.29 — — —
0.45 0.47 1.25 — — —
10,4082 10,892.2  7,840.2  6,846.7 51347  4,600.2
3,872.3 40524 24230 17423 825.9 921.5
79,098.9  82,777.0 48,9824 39,3652 36,6249  35,339.5
433262 453409 26,072.6 20,8104 19,098.4  18,377.9
1,346.8  1,409.4  2,897.9  1,601.1  2,502.0  3,112.6
6,489.7  6,791.5 44782 27133 21344 28432
21,818.1 22,8326  6,502.1  4,177.0 68746 78757
50024 52350 34530  2,1442 20038  1,795.1

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this document, may not be strictly comparable to
similarly titled measures widely used in the United States or reported by other companies.

For periods presented prior to January 1, 1999, Vivendi’s consolidated financial statements have been prepared in
French francs and translated into euros using the official fixed exchange rate €1 = FF6.55957, applicable since
January 1, 1999 (see Note 2 to Vivendi’s consolidated financial statements).
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At and for the year ended December 31,

U.S.$ €
(millions) 1999 1999 1998 1997
Reconciliation of Adjusted EBITDA with
Operating Income:
TelecommuniCations ... .......uuuiuinn i 1,311 1,372 674 331
Publishing and Multimedia............... ... ... ... ... .. ... 398 417 355 —
Audiovisual and Pay Television ............................. 82 86 13 (7
Internet .. ... . (49) (51) 4) —
CommUNICAtION . . . oottt e e e 1,743 1,824 1,038 324
Water. et 1,261 1,320 830 787
Waste Management.............o i, 591 619 495 355
Energy Services ... ...t 371 388 341 265
Transportation ........... ..ot 174 182 144 97
FCC . 260 272 119 —
Environment . ... ... 2,657 2,781 1,929 1,504
Sithe . 183 192 256 218
Construction and Real Estate................ ... ... ... ... .... 497 520 291 122
Others ..o (78) (82) (61) (24)
Adjusted EBITDA* . ... .. 5,002 5,235 3,453 2,144
Amortization and depreciation .............. ... ... (2,559) (2,678) (1,832) (1,314)
Expenses of replacement and repair of installation ............. (264) (276) (290) (235)
Operating Income . .......... i 2,180 2,281 1,331 596

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this document, may not be strictly comparable to
similarly titled measures widely used in the United States or reported by other companies.
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Selected Seagram Historical Consolidated Financial Data

Seagram’s selected historical consolidated financial data presented below for the fiscal years ended June 30, 2000,
1999 and 1998 were derived from Seagram’s historical consolidated financial statements and the related notes
contained in Seagram’s Annual Report on Form 10-K for the fiscal year ended June 30, 2000, as amended, which is
incorporated by reference into this document. In addition, Seagram’s selected historical consolidated financial data
presented below for the fiscal years ended June 30, 1998 and 1997, the five-month transition period ended June 30,
1996 and the fiscal year ended January 31, 1996 were derived from Seagram’s historical consolidated financial
statements and the related notes for the fiscal years ended June 30, 1999, 1998 and 1997. You should read them in

conjunction with these financial statements and related notes.

Transition
. Period Ended
Fiscal Years Ended June 30, June 30, Fiscal Year Ended
(U.S.$ millions, except per share data) 2000 1999 1998 1997 1996 Jan. 31, 1996
Income Statement
REVENUES . . ..ottt 15,686 12,312 9,474 10,354 4,112 7,787
Operating income (10SS) ..........oiiiiiiiiiiiiinnea.. 753 (250) 553 719 93 435
Interest, net and other expense . ..............coiiiiiiin. 661 457 228 147 99 195
Gain on sale of businesses. ..............c.ooiiiiiiiiiia... 98 — — — — —
Gain on USA transactions. ...............ouuuiieeennnna... — 128 360 — — —
Gain on sale of Time Warner shares ........................ — — 926 154 — —
Income (loss) from continuing operations before cumulative
effect of accounting change . ................. ... ........ 124 (383) 880 445 67 144
Income (loss) from discontinued Tropicana operations, after tax — 3) 66 57 18 30
Gain on sale of discontinued Tropicana operations, after tax . ... — 1,072 — — — —
Discontinued DuPont activities,
after tax . .. — — — — — 3,232
Income before cumulative effect of accounting change ......... 124 686 946 502 85 3,406
Cumulative effect of accounting change, after tax ............. (84) — — — — —
NEt INCOME . .o e 40 686 946 502 85 3,406
Per Share Data
Earnings (loss) per share — basic
Continuing Operations . .............oeeuuuuneeenunnneeenn. 0.28 (1.01) 2.51 1.20 0.18 0.38
Discontinued Tropicana operations, after tax ................. — (0.01) 0.19 0.16 0.05 0.08
Gain on sale of discontinued Tropicana operations, after tax . ... — 2.83 — — —
Discontinued DuPont activities,
after tax . ... — — — — — 8.67
Income before cumulative effect of accounting change ......... 0.28 1.81 2.70 1.36 0.23 9.13
Cumulative effect of accounting change, after tax ............. (0.19) — — — — —
Net INCOME .« vttt et e 0.09 1.81 2.70 1.36 0.23 9.13
Earnings (loss) per share — diluted
Continuing operations . ..............eeuuuuneeennnnneeenn. 0.28 (1.01) 2.49 1.20 0.18 0.38
Discontinued Tropicana operations, after tax ................. — (0.01) 0.19 0.15 0.05 0.08
Gain on sale of discontinued Tropicana operations, after tax .. .. — 2.83 — — — —
Discontinued DuPont activities,
after tax .. ... — — — — — 8.54
Income before cumulative effect of accounting change ......... 0.28 1.81 2.68 1.35 0.23 9.00
Cumulative effect of accounting change, after tax ............. (0.19) — — — — —
Net INCOME .« o vttt ettt 0.09 1.81 2.68 1.35 0.23 9.00
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Transition
Period Ended

Fiscal Years Ended June 30, June 30, Fiscal Year Ended
(U.S.$ millions, except per share data) 2000 1999 1998 1997 1996 Jan. 31, 1996
Financial Position
CUITENT @SSELS & . v it ettt e e e e e 7,799 8,881 6,971 6,131 6,307 6,194
Common stock of DuPont........... ... ... ... ........... 719 1,123 1,228 1,034 651 631
Common stock of USAL ....... ... i 529 501 306 — — —
Common stock of Time Warner............................ — — — 1,291 2,228 2,356
Other noncurrent assets .. ...t .. 23,761 24,506 11,940 10,257 10,328 10,230
Net assets of discontinued Tropicana operations .............. — — 1,734 1,734 1,693 1,549
Total assets .. ...ttt 32,808 35,011 22,179 20,447 21,207 20,960
Current liabilities ............ . ... .. 6,722 8,146 4,709 3,087 4,383 3,557
Long-term debt............. .o 7,378 7,468 2,225 2,478 2,562 2,389
Total liabilities before minority interest . ..................... 18,697 20,245 10,948 9,174 10,163 9,788
MiInority INterest . . ..o vttt ettt e 1,882 1,878 1,915 1,851 1,839 1,844
Shareholders” equity .. ... ..o iiiii 12,229 12,888 9,316 9,422 9,205 9,328
Total liabilities and shareholders’ equity ................. 32,808 35,011 22,179 20,447 21,207 20,960

Cash Flow Data
Cash flow provided by (used for) operating activities .......... 798 935 (241) 664 315 222
Capital expenditures. ...t (607) (531) (410) (393) (245) (349)
Other investing activities, net ................. oo, 327 (5,605) 1,109 2,101 (346) 2,260
Dividends paid ......... .. (287) (247) (231) (239) (112) (224)
Other Data
Dividends paid per share .............. . ... . ... 0.66 0.66 0.66 0.645 0.30 0.60
Shareholders’ equity per share ............ ... .. ......... 27.97 29.80 26.84 25.79 24.67 2491
End of year share price

NYSE (U.S. ) . 58.00 50.38 40.94 40.25 33.63 36.38

Toronto Stock Exchange (Cdn.$) ........................ 87.00 73.35 59.95 55.50 45.75 49.75
Average shares outstanding

(thousands) ... ..ottt 434,544 378,193 349,874 369,682 373,858 373,117
Shares outstanding at year end (thousands) .................. 437227 432,555 347,132 365,281 373,059 374,462
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Selected CANAL+ Historical Financial Data

The selected historical financial statements below have been prepared in accordance with French
GAAP, which differs in certain significant respects from U.S. GAAP. See “Financial Statements —
CANAL+ Financial Statements — Summary of Significant Differences Between Accounting Policies
Generally Accepted in the United States and France” for more information on the principal differences as
they relate to CANAL+. The information below and CANAL+’s financial statements are reported in
euros. For your convenience, we have also presented U.S. dollar amounts, calculated at the rate of €1.0465
to U.S.$1.00, which is the noon buying rate at June 30, 2000.

Fiscal Years Ended December 31,

(€ millions, except per share data) I1J9S99$ 1999 1998(1) 1998 : 1997 1996 1995
(Restated) (Historical)

Income statement data:
Subscription revenues . . ..... 2,497 2,613 2,253 1,921 1,561 1,358 1,247
Advertising and sponsoring

TEVENUES . ... vvvvvnnenn.. 102 107 94 82 74 67 69
Other revenues ............ 547 572 491 472 437 347 232
Total revenues . ............ 3,145 3,291 2,838 2,475 2,072 1,773 1,548
Operating income .......... (22) (23) (96) 51 22 226 224
Net interest income

(expense) ............... (38) (40) (38) 3) 9 21 17
Net income/ (loss) ......... (321)  (336) (28) (28) 233 113 102
Earnings per share (€) (2)

Basic................... (2.55) (2.67) (0.22) (0.22) 1.98 1.24 1.17

Diluted .............. ... (2.55) (2.66) (0.22) (0.22) 1.95 1.22 1.15
Balance sheet data:
Net cash (net debt) ........ (2,242) (2,346) (1,665) (1,206) (1,225) 61 326
(Cash less long- and short-

term borrowings)
Long-term borrowings. . ... .. 1,052 1,101 826 504 432 105 97.9
Shareholders’ equity ........ 1,077 1,127 1,545 1,545 1,659 1,443 1,168
Total assets ............... 6,276 6,568 5,527 5,249 5,416 3,299 2,470
Capital expenditures

Decoders................ 133 139 211 139 174 139 73

Other .................. 926 969 540 663 2,039 809 306

(1) Restated to give effect to the full consolidation of the results of operations of Telepiu, an Italian affiliate that became a
consolidated subsidiary for the first time in 1999. See “The Vivendi Parties and CANAL+ — CANAL+ Management’s
Discussion and Analysis of Results of Operations and Financial Condition — Results of Operations — Year Ended December 31,
1999 Compared With Year Ended December 31, 1998 — Significant One-Time Events — Consolidation of Telepiu.”

(2) Per share information is calculated by dividing net income by the weighted average number of shares outstanding in each year.
In addition, earnings per share has been divided by four to account for a four-for-one stock split that occurred in July 1999.
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UNAUDITED PRO FORMA CONDENSED CONSOLIDATED SELECTED FINANCIAL DATA

The selected June 30, 2000 six-month historical financial data of Vivendi, CANAL+ and Seagram
have been derived from the historical unaudited consolidated financial statements of Vivendi and
CANAL+ as they appear elsewhere in this document, the audited historical balance sheet of Seagram as
of June 30, 2000 as incorporated by reference into this document and the unaudited historical statement of
income and cash flow of Seagram for the six months ended June 30, 2000. The selected unaudited pro
forma consolidated financial data have been derived from the unaudited pro forma condensed consolidated
financial statements included elsewhere in this document. All selected financial data have been prepared in
accordance with U.S. GAAP with the exception of those items indicated by a (1) below.

Unaudited Pro

Forma
Vivendi CANAL+ Consolidated
As of and for the As of and for the As of and for the
Six Months Seagram Six Months Six Months
Ended As of and for the Six Months Ended Ended Ended
June 30, 2000 June 30, 2000 June 30, 2000 June 30, 2000
(millions of €)  (millions of U.S.$) (millions of €) (2) (millions of €) (millions of €)
Income statement data
Revenue ................ 15,715 7,073 7,402 1,854 22,649
Operating income (loss) ... 608 115 120 (124) (16)
Exceptional items, net . ... 0 0 0 0 N/A
Goodwill amortization .. .. (263) 175 183 (42) (748)
Minority interest ......... (167) (3) (3) 0 (164)
Income (loss) from
continuing operations . . . . 533 (393) (411) (90) (471)
Net income (loss) ....... 533 (393) (411) (90) N/A
Income (loss) from
continuing operations per
share
Basic................. 0.94 (0.90) (0.94) (0.71) (0.45)
Diluted ............... 0.91 (0.90) (0.94) (0.71) (0.45)
Net income (loss) per
share
Basic................. 0.94 (0.90) (0.94) (0.71) N/A
Diluted ............... 0.91 (0.90) (0.94) (0.71) N/A
Balance sheet data
Total shareholder’s
equity ... 16,773 12,229 12,798 2,286 59,039
Minority interest ......... 2,183 1,882 1,970 214 4,366
Total assets ............. 70,793 32,808 34,334 8,305 139,046
Total long-term assets .. .. 44,858 25,009 26,172 5,514 105,506
Net cash provided by
operating activities . .. .. 337(1) 672 703 (176) (1) N/A
Capital expenditure. ... ... 2,602(1) (409) (428) (298) (1) N/A
Net financial debt........ 21,654(1) N/A N/A N/A N/A

(1) Amounts provided for Vivendi and CANAL+ have been determined in accordance with French GAAP.

(2) For convenience purposes, we have also presented Seagram data in euros, calculated at the exchange rate of U.S.$1 = €1.0465, which was the noon
buying rate at June 30, 2000.
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The selected historical financial data of Vivendi, CANAL+ and Seagram as of and for the year ended
December 31, 1999 have been derived from the historical consolidated financial statements of Vivendi and
CANAL+ as they appear elsewhere in this document and those of Seagram as incorporated by reference
into this document. The selected unaudited pro forma consolidated financial data have been derived from
the unaudited pro forma condensed consolidated financial statements included elsewhere in this document.

Unaudited Pro

Forma
Vivendi CANAL+ Consolidated
As of and for the Seagram As of and for the  As of and for the
Year Ended As of and for the Year Ended Year Ended Year Ended
December 31, 1999 December 31, 1999 December 31, 1999 December 31, 1999
(millions of €) (millions of U.S.$) (millions of €) (1) (millions of €) (millions of €)

Income statement data
Revenue .............. 36,543 15,351 16,065 3,282 40,581
Operating income ... ... (679) 428 448 (179) (1,617)
Exceptional items, net . .. 0 (84) (88) 0 N/A
Goodwill amortization . . . 766 350 366 (69) (1,674)
Minority interest . ...... 24 11 12 19 101
Income from continuing

operations . .......... 246 265 271 (252) (766)
Net income ........... 246 181 189 (252) N/A
Income from continuing

operations per share . . .

Basic............... 0.48 0.63 0.66 (2.01) (0.77)

Diluted............. 0.47 0.62 0.65 (2.01) (0.77)
Net income per share. . .

Basic............... 0.48 0.43 0.45 (2.01) N/A

Diluted . ............ 0.47 0.42 0.44 (2.01) N/A

(1) For convenience purposes, we have also presented Seagram data in euros, calculated at the exchange rate of U.S.$1 = €1.0465, which was the noon
buying rate on June 30, 2000.
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Comparative Per Share Data as of December 31, 1999 and as of June 30, 2000

The following table presents historical per share data for Vivendi, CANAL+ and Seagram and unaudited pro forma
consolidated per share data and equivalent pro forma per share data of Seagram and CANAL+ to reflect the consummation
of the merger transactions based upon the historical financial results of Vivendi and Seagram presented in accordance with
U.S. GAAP. The pro forma data are not necessarily indicative of actual or future operating results or of the financial position
that would have occurred or will occur upon consummation of the merger transactions. You should read the data presented
below in conjunction with the separate historical consolidated financial statements of Vivendi and CANAL+, which appear

elsewhere in this document, and of Seagram, which are incorporated in this document by reference.

Unaudited
Pro Forma
Seagram Consolidated
Vivendi A?O(:fﬂ? : d Seagram CANAL+ A?O(:ftz : d
As of and for the Year Ended As of and for the As of and for the Year Ended
Year Ended June 30, Year Ended Year Ended December 31,
December 31, 1999 2000 December 31, 1999 December 31, 1999 1999
Historical Pro Forma Historical Historical Pro Forma Historical Pro Forma Historical
€ €) US.$ €2) USS$ €03 €4) € €(5) €(6)
Book value per common share ............ 28.46 5491  27.97 29.27 30.62 30.47 43.93 19.71 109.82 54.91
Cash dividends declared per share ......... 1.00 1.00 0.66 0.66 0.66 0.62 0.80 0.80 2.00 1.00
Income (loss) per common share from
continuing operations:
Basic ......... ... 0.48 0.77 0.28 0.28 0.63 0.59 (0.62) (2.01) (1.54) (0.77)
Diluted............ ... ... ... ... .... 0.47 0.77 0.28 0.28 0.62 0.58 (0.62) (2.01) (1.54) (0.77)
Unaudited
Pro Forma
Vivendi Seagram CANAL+ Consolidated
As of and for the As of and for the As of and for the As of and for the
Six Months Ended Six Months Ended Six Months Ended Six Months Ended
June 30, 2000 June 30, 2000 June 30, 2000 June 30, 2000
Historical Pro Forma Historical Pro Forma Historical Pro Forma Historical
€ €) USS €2 €(4) € €(5) €(8)
Book value per common share ........... 27.70 54.11 27.97 29.27 43.29 18.05 108.22 54.11
Cash dividends declared per share(7) .. ... N/A N/A 0.33 0.34 N/A N/A N/A N/A
Income (loss) per common share from
continuing operations:
Basic ......... ... 0.94 (0.45) (0.90) (0.94) (0.36) (0.71) (0.90) (0.45)
Diluted ....... ... ... ... ... ... ..... 0.91 (0.45) (0.90) (0.94) (0.36) (0.71) (0.90) (0.45)

The Vivendi exchange ratio to Vivendi Universal is one to one.

(1)
(2)

3)

C))
(%)
(6)

(7
(&)

Book value per common share for Seagram was translated at the exchange rate at June 30, 2000 of U.S.$1 = €1.0465.

Cash dividends per share and income (loss) per common share from continuing operations were translated for the purpose of the Comparative Per
Share Data as of December 31, 1999 at the average exchange rate for the 12 month period ending June 30, 2000 of U.S.$1 = €0.998, whereas they
were translated at the average exchange rate for the 6 month period ending June 30, 2000 of U.S.$1 =€1.041 for the purpose of the Comparative Per
Share Data as of June 30, 2000.

Book value per common share for Seagram was translated at the exchange rate at December 31, 1999 of U.S.$1 =€0.995. Cash dividends per share
and income (loss) per common share from continuing operations were translated at the average exchange rate for the 12 month period ending
December 31, 1999 of U.S.$1 =€0.938.

The Seagram equivalent pro forma per share data are calculated by multiplying the unaudited pro forma consolidated amounts by 0.8, the exchange ratio to
Vivendi Universal common stock using the July 4, 2000 measurement date described in Note 3 to the pro forma consolidated condensed statement.

The CANAL+ equivalent pro forma per share data are calculated by multiplying the unaudited pro forma consolidated amounts by 2, the exchange ratio to
Vivendi Universal common stock using the July 4, 2000 measurement date described in Note 3 to the pro forma consolidated condensed statement.

Historically, Vivendi’s fiscal year-end has been December 31, whereas Seagram’s fiscal year-end has been June 30. Consequently, the unaudited pro
forma consolidated balance sheet and information derived therein is based on the historical audited consolidated balance sheet of Vivendi and the
historical unaudited consolidated balance sheet of Seagram at December 31, 1999. The unaudited pro forma consolidated statement of income is
based on the historical audited operating results of Vivendi for the year ended December 31, 1999, and the unaudited historical operating results of
Seagram for the six months ended June 30, 1999 and the six months ended December 31, 1999.

Vivendi and CANAL+ declare dividends on an annual basis.

Historically Vivendi’s fiscal year-end has been December 31, whereas Seagram’s fiscal year-end has been June 30. Consequently, the unaudited pro
forma consolidated balance sheet and information derived therein is based on the historical unaudited balance sheet of Vivendi and the historical
audited consolidated balance sheet of Seagram at June 30, 2000. The unaudited pro forma consolidated statement of income is based on the historical
unaudited operating results of Vivendi for the six months ended June 30, 2000 and the unaudited historical operating results of Seagram for the six
months ended June 30, 2000.
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RISK FACTORS

By voting in favor of the matters presented relating to the merger transactions, you will be choosing to
invest in Vivendi Universal and/or Vivendi Universal Exchangeco shares. An investment in these shares
involves a high degree of risk. In addition to the other information contained in or incorporated by
reference into this document, you should carefully consider the following risk factors in deciding whether to
vote for the matters presented in connection with the merger transactions.

Risks Related to the Merger Transactions

Seagram shareholders may receive Vivendi Universal ADSs or exchangeable shares having a trading
price of less than U.S.877.35 per Seagram common share

Seagram shareholders will receive Vivendi Universal ADSs or exchangeable shares valued under the
plan of arrangement at U.S.$77.35 for each Seagram common share they own so long as the U.S. dollar
equivalent of the average closing price of Vivendi ordinary shares on the Paris Bourse over the
20 consecutive trading days ending on the third complete trading day prior to the completion of the
arrangement is greater than U.S.$96.6875 per share and less than U.S.$124.3369 per share. If the average
closing price of Vivendi ordinary shares is less than U.S.$96.6875 per share, however, Seagram
shareholders will receive Vivendi Universal ADSs or exchangeable shares valued under the plan of
arrangement at less than U.S.$77.35 per share for each Seagram common share they own.

As noted, the formula is calculated with reference to the average closing price of Vivendi ordinary
shares during a 20 consecutive trading day period ending on the third complete trading day prior to the
completion of the arrangement. The market price of the Vivendi Universal ADSs or exchangeable shares
received by Seagram shareholders in the arrangement on the date they are received may be higher or
lower than the average price used in the formula. The parties to the merger agreement are not permitted
to “walk away” from the merger transactions or resolicit the vote of their shareholders solely because of
changes in the market prices of their shares.

Because the Seagram meeting may occur on or before the date as of which the average closing price
of Vivendi ordinary shares is determined, Seagram shareholders may not know at the time they vote how
many Vivendi Universal ADSs or exchangeable shares they will receive upon completion of the
arrangement. If the 20 consecutive day measuring period had ended on October 31, 2000, the Vivendi
U.S. dollar equivalent average closing price would have been U.S.$71.27, the exchange ratio would have
been 0.8000 and the implied market value paid per Seagram common share (assuming the actual trading
value of Vivendi shares at that time was equal to the Vivendi U.S. dollar equivalent average closing price
for the measuring period ending on that date) would have been U.S.$57.02. The U.S. dollar equivalent
market value of Vivendi Universal ADSs or exchangeable shares Seagram shareholders receive may be
higher or lower than U.S.$57.02 per Seagram common share. The tables included in “Summary of
Financial Data — Comparative Market Price, Trading Volume, Dividend Data and Exchange Rates” show
recent market prices in euros for the Vivendi ordinary shares and in U.S. dollars for the Vivendi ADSs,
recent market prices for the Seagram common shares in U.S. dollars and Canadian dollars and recent
exchange rates. We urge you to obtain current market quotations and to call 1-800-223-2064 at any time
to obtain updated information concerning the exchange ratio and the implied market value to be paid per
Seagram common share in the arrangement.

Vivendi and CANALA shareholders will receive a number of Vivendi Universal shares that will not
vary with changes in market prices

As part of the merger transactions, Vivendi shareholders and CANAL+ shareholders will receive for
each Vivendi share or CANAL+ share they own a fixed number of Vivendi Universal shares rather than a
number of Vivendi Universal shares determined with reference to the market value of Vivendi shares. This
exchange ratio will not change even if the expected market value of Vivendi Universal shares declines
before the merger transactions are completed. The market value of Vivendi Universal shares Vivendi
shareholders and CANAL+ shareholders receive may be greater or less than the current expected market
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value of those shares. The tables included in “Summary of Financial Data — Comparative Market Price,
Trading Volume, Dividend Data and Exchange Rates” show recent market prices in euros for the Vivendi
ordinary shares and CANAL+ ordinary shares and in U.S. dollars for the Vivendi ADSs and CANAL+
ADSs and recent exchange rates. We urge you to obtain current market quotations.

The integration of Seagram and CANAL+’s transferred businesses into Vivendi Universal may be
difficult and expensive to achieve and may not result in the benefits that we currently anticipate

The merger transactions will present challenges to Vivendi Universal’s management, including the
integration of Seagram’s and CANAL++’s operations and personnel, and special risks, including possible
unanticipated liabilities, unanticipated costs, diversion of management attention and loss of personnel. The
merger transactions, while expected to be accretive to earnings in future periods, may fail to be accretive
or may become accretive later than expected.

Vivendi Universal may not be able to integrate successfully or manage profitably the operations it will
acquire in the merger transactions. Following the merger transactions, Vivendi Universal may not achieve
the revenue or profitability increases or cost savings currently anticipated to arise from the merger
transactions. To realize the anticipated benefits of the merger transactions, Vivendi Universal’s
management must implement a business plan that will effectively combine operations that are diverse
geographically and in terms of the products and services they offer, as well as in management,
compensation and business culture. If Vivendi Universal’s management is not able to implement a business
plan that effectively integrates its operations, the anticipated benefits of the merger transactions may not
be realized.

The prices of Vivendi Universal shares and exchangeable shares may be adversely affected by factors
different from those affecting the prices of Vivendi, Seagram or CANAL+ shares

Upon completion of the merger transactions, Vivendi shareholders, Seagram shareholders and
CANAL+ shareholders will become holders of Vivendi Universal shares or exchangeable shares. Vivendi
Universal will operate in numerous markets and industries that differ from the markets and industries in
which Vivendi, Seagram and CANAL+ have historically operated. In addition, Vivendi Universal will use
functional currencies in its conduct of business that differ from those used by Seagram and CANAL+ and
will therefore face foreign currency risks that are different from those faced by Seagram and CANAL+.
Vivendi Universal’s results of operations and the market prices of its shares and the exchangeable shares
may be adversely affected by factors different from those that affect the results of operations of Vivendi,
Seagram and CANAL+ and the prices of their shares prior to the merger transactions.

Directors of Vivendi, Seagram and CANAL+ may have interests in the merger transactions that are
different from those of the companies’ shareholders

A number of directors of Vivendi, Seagram and CANAL+ who recommend that you vote in favor of
the applicable merger transactions have employment or severance agreements or benefit arrangements that
provide them with interests in the merger transactions that may be different than yours. The receipt of
compensation or other benefits in connection with the merger transactions (including the vesting of stock
options and stock appreciation rights), or the continuation of indemnification arrangements for current
directors of Vivendi, Seagram and CANAL+ following completion of the merger transactions, may
influence these directors in making their recommendation that you vote in favor of the merger transactions.

The Canadian tax benefits of electing to receive exchangeable shares may be of limited duration

We have structured the arrangement to allow Canadian residents that elect to receive exchangeable
shares in return for their Seagram common shares generally to do so on a tax-deferred basis, provided they
file appropriate tax elections. Under current law, holders of exchangeable shares will generally recognize a
taxable dividend and/or a capital gain or loss when those shares are exchanged for Vivendi Universal
ADS:s. The exchangeable shares are scheduled to be exchanged 14 days prior to the 30th anniversary of
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the effective date of the arrangement, but may be exchanged earlier without the consent of holders of
exchangeable shares in some circumstances. Consequently, holders of exchangeable shares may have
limited control over the length of the period of tax deferral. See “Tax Considerations for Seagram
Shareholders — Canadian Federal Income Tax Considerations.”

CANALA will operate only CANAL+’s French premium pay television channel, which is a business
that has never traded separately from the transferred businesses, and will earn only limited income

Following the merger transactions, CANAL+ shareholders will continue to hold their CANAL+
shares. The only business of CANAL+ after the merger transactions will be the operation of the French
premium pay television channel. The French premium channel has never been separated from CANAL+’s
other businesses. In addition, CANAL+’s income will be limited by an agreement with CANAL+’s
affiliate CANAL++ Distribution under which it will pay to CANAL+ Distribution a fee equal to its
aggregate operating and extraordinary revenue, net of its costs (including operating and extraordinary costs
but excluding financial and interest costs and income taxes) and a guaranteed margin of approximately €50
million per year. For a description of this fee arrangement, see “The Merger Transactions — The
Contribution Agreements — Operating Agreements.” The merger transactions are expected to affect the
trading market for CANAL+ shares. While CANAL+ shares will continue to be listed on the Paris
Bourse, CANAL+ will no longer be included in the CAC 40 or EuroStoxx 50 index.

Risks Related to the Operations of Vivendi Universal

Vivendi Universal may suffer reduced profits or losses as a result of intense competition

Most of the industries in which Vivendi Universal will operate are highly competitive and require
substantial human and capital resources. Many other companies serve each of the markets in which
Vivendi Universal will compete. From time to time, its competitors may reduce their prices in an effort to
expand market share. Competitors also may introduce new technology or services or improve the quality of
their service. Vivendi Universal may lose business if it is unable to match the prices, technologies or
service quality offered by its competitors.

In addition, content and integration of content with communications access are increasingly important
parts of the communications business and are key elements of Vivendi Universal’s strategy. In accordance
with that strategy, its communications business relies on some important third-party content. For example,
CANAL+ acquires rights to show feature films and sports events as elements of its programming. As the
communications business becomes more competitive, the cost of obtaining this third-party content could
increase. Any of these competitive effects could have an adverse effect on Vivendi Universal’s business and
financial performance.

Vivendi Universal may not be able to retain or obtain required licenses, permits and approvals

Vivendi Universal will need to obtain a variety of permits and approvals from regulatory authorities to
conduct and expand its businesses. The process for obtaining these permits and approvals is often lengthy,
complex and unpredictable. Moreover, the cost of obtaining permits and approvals may be prohibitive. If
Vivendi Universal is unable to obtain the permits and approvals it needs to conduct and expand its
businesses at a reasonable cost and in a timely manner, in particular, licenses to provide telecommunica-
tions services, its ability to achieve its strategic objectives could be impaired. In addition, the regulatory
environment in which Vivendi Universal’s businesses will operate is complex and subject to change, and
adverse changes in that environment could also impose costs on, or limit the revenue of, Vivendi
Universal.

Demand for Vivendi Universal’s integrated communications and environmental management services
may be less than Vivendi Universal expects

Vivendi Universal believes that important factors driving its growth in the next several years will be
increased demand for (1) integrated communications and content services that are accessible through a
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variety of communications devices and (2) large-scale, integrated environmental management services.
Although Vivendi Universal expects markets for both types of services to develop rapidly, its expectations
may not be realized. If either market does not grow as quickly as it expects, or at all, Vivendi Universal’s
profitability and the return it earns on many of its investments may suffer.

Vivendi Universal may have difficulty enforcing its intellectual property rights

The decreasing cost of electronic equipment and related technology has made it easier to create
counterfeit versions of audio and audiovisual products such as compact discs and videotapes. A substantial
portion of Vivendi Universal’s revenue will come from the sale of audio and audiovisual products
potentially subject to counterfeiting. Similarly, advances in Internet technology have increasingly made it
possible for computer users to share audio and audiovisual information without the permission of the
copyright owners and without paying royalties to holders of applicable intellectual property rights or other
rights. Intellectual property rights to information that is potentially subject to widespread, uncompensated
dissemination on the Internet will represent a substantial portion of the market value of Vivendi Universal.
If Vivendi Universal fails to obtain appropriate relief through the judicial process, or if it fails to develop
effective means of protecting its intellectual property or entertainment-related products and services that
will generate profits notwithstanding potentially widespread infringements of its intellectual property rights,
its results of operations and financial position may suffer.

Seagram is currently participating in a lawsuit filed by the Record Industry Association of America
against Napster, Inc. that seeks to enjoin Napster from providing Internet services that promote
infringement of music copyrights. The court has issued a temporary injunction against Napster, which has
been stayed by an appeals court, and the lawsuit is ongoing. If this lawsuit is unsuccessful, or if practices
similar to those employed or encouraged by Napster become prevalent, it will become more difficult for
Seagram, and, once the merger transactions are completed, Vivendi Universal, to enforce its intellectual
property rights.

Vivendi Universal may not be able to meet anticipated capital requirements for certain transactions

Vivendi Universal routinely engages in projects that may require it to seek substantial amounts of
funds through various forms of financing. Its ability to arrange financing for projects and the cost of capital
depends on numerous factors, including general economic and capital market conditions, availability of
credit from banks and other financial institutions, investor confidence in Vivendi Universal’s businesses,
success of current projects, perceived quality of new projects and tax and securities laws that are conducive
to raising capital. In addition, Vivendi Universal’s plans for financing its future operations and expansion
depend in part on the proceeds it will receive from its expected sale of Seagram’s Spirits and Wine
business. Vivendi Universal may not be able to sell that business on acceptable terms and may have to
seek alternative forms of financing as a result. Vivendi Universal may forego attractive business
opportunities and lose market share if it cannot secure financing on satisfactory terms.

Vivendi Universal’s content assets may not be commercially successful

A significant amount of Seagram’s revenue comes from the production and distribution of content
offerings such as feature films, television series and records. We expect a significant amount of Vivendi
Universal’s revenue to come from the same activities. The success of content offerings depends primarily
upon their acceptance by the public, which is difficult to predict. The commercial success of a film, series
or record depends on the quality and acceptance of competing offerings released into the marketplace at or
near the same time, the availability of alternative forms of entertainment and leisure time activities,
general economic conditions and other tangible and intangible factors, all of which can change quickly.
Particularly because we expect the popularity of Vivendi Universal’s content offerings to be a significant
factor driving the growth of its communications services, its failure to produce films, series and records
with broad consumer appeal could materially harm its business and prospects for growth.
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Currency exchange rate fluctuations may negatively affect Vivendi Universal’s financial results, the
market value of the Vivendi Universal ADSs and the exchangeable shares and the value of dividends
received by holders of Vivendi Universal ADSs and exchangeable shares

Vivendi Universal will hold assets and liabilities, earn income and pay expenses of its subsidiaries in a
variety of currencies. Because its financial statements will be presented in euros, it must translate its assets,
liabilities, income and expenses in currencies other than the euro into euros at then-applicable exchange
rates when it prepares its financial statements. Consequently, increases and decreases in the value of the
euro will affect the value of these items in its financial statements, even if their value has not changed in
their original currency. In this regard, an increase in the value of the euro may result in a decline in the
reported value, in euros, of Vivendi Universal’s interests held in other currencies. Fluctuations in the value
of the euro may also affect the market value of the Vivendi Universal ADSs and the exchangeable shares.
In addition, when Vivendi Universal pays dividends to holders of Vivendi Universal ADSs or exchangeable
shares, those dividends will be converted from euros to U.S. dollars and may be converted from euros to
Canadian dollars. As a result, changes in currency exchange rates could affect the value of dividends
holders of Vivendi Universal ADSs or exchangeable shares receive.

Vivendi Universal may not be successful in developing new technologies or introducing new products
and services

Many of the industries in which Vivendi Universal will operate are subject to rapid and significant
changes in technology and are characterized by the frequent introduction of new products and services.
Pursuit of necessary technological advances may require substantial investments of time and resources and
may not succeed in developing marketable technologies. Furthermore, Vivendi Universal may not be able
to identify and develop new product and service opportunities in a timely manner. Finally, technological
advances may render Vivendi Universal’s existing products obsolete, forcing it to write off investments
made in those products and services and to make substantial new investments.

The market price of Vivendi Universal shares or exchangeable shares may be subject to the volatility
generally associated with Internet and technology company shares

The market for shares of Internet and technology companies has recently experienced extreme price
and volume volatility that has often been unrelated or disproportionate to the operating performance of
those companies. Because the value of Vivendi Universal will be based in part on its Internet and other
high-technology operations, the price of its shares or the exchangeable shares may be subject to similar
volatility.

Provisions in many of Vivendi Universal’s environmental contracts may create significant restrictions
or obligations on Vivendi Universal’s business or allow Vivendi Universal’s customers to modify or
terminate those contracts

Contracts with governmental authorities make up a significant percentage of Vivendi Environnement’s
revenue. For a description of Vivendi Environnement, see “The Vivendi Parties and CANAL+ —
Vivendi.” Vivendi Environnement is subject to various statutes and regulations that apply to companies
contracting with the government that differ from laws governing private contracts. In civil law countries
such as France, for instance, government contracts often allow the applicable governmental authority to
modify or terminate the contract unilaterally in certain circumstances. Modifications or terminations of
Vivendi Environnement’s government contracts could, to the extent it is not entitled to compensation in
those instances, reduce its revenue and profits.

Some of Vivendi Environnement’s contracts allow its customers to assess a penalty, or to terminate
the contract, if Vivendi Environnement fails to meet specified operating standards. Vivendi Environne-
ment’s inability to meet specified operating standards could hurt its business if customers were to
terminate or reduce their payments under a number of these contracts.
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Vivendi Universal may incur environmental liability in connection with past, present and future
operations

Vivendi Universal, primarily through its subsidiary Vivendi Environnement, is subject to extensive and
increasingly stringent environmental laws and regulations. These laws and regulations govern, among other
things, the quality of water intended for human consumption, the collection, treatment and discharge of
waste water, the operation of landfills, the collection and disposal of hazardous waste and the operation of
municipal waste incineration plants. In some circumstances, Vivendi Universal or Vivendi Environnement
could be required to pay fines or damages under these environmental laws and regulations even if:

* it exercises due care in conducting its operations;
* it complies with all applicable laws and regulations; and

« the quantity of pollutant at issue is very small.

In addition, courts or regulatory authorities may require Vivendi Universal or Vivendi Environnement
to undertake investigatory and/or remedial activities, curtail operations or close facilities temporarily or
permanently in connection with applicable environmental laws and regulations. Vivendi Universal or
Vivendi Environnement could also become subject to claims for personal injury or property damage. Being
required to take these actions, or to pay environmental damages, could substantially impair Vivendi
Universal’s or Vivendi Environnement’s business or affect their ability to obtain new business.

Some provisions of Vivendi Universal’s statuts could have anti-takeover effects

Vivendi Universal’s statuts will contain provisions that are intended to impede the accumulation of
Vivendi Universal shares by third parties seeking to gain a measure of control of Vivendi Universal, or so-
called “creeping takeovers.” For example, Vivendi Universal’s statuts adjust the rights of shareholders that
own in excess of 2% of its total voting power through the application of a formula pursuant to which the
voting power of those shareholders will be equal to that which they would possess if 100% of Vivendi
Universal’s shareholders were present or represented at the meeting at which the vote in question takes
place. See “The Vivendi Parties and CANAL+ — Vivendi — Description of Business — Business as a
Whole — Legal Proceedings™ and “Securities — Description of Vivendi Universal ADSs — Voting
Rights.” In addition, Vivendi Universal’s statuts will provide that any person or group that fails to notify
the company within 15 days of acquiring or disposing of 0.5% or any multiple of 0.5% of the company’s
shares may be deprived of voting rights for those shares in excess of the unreported fraction. For
descriptions of other provisions of French law and Vivendi Universal’s statuts that may have anti-takeover
effects, see “Securities — Description of Vivendi Universal Ordinary Shares — Anti-Takeover Effects” and
“Comparison of Shareholders’ Rights — Take-Over Bids and Compulsory Acquisition of Shares; Anti-
Takeover Provisions.”

As a “foreign private issuer,” Vivendi Universal will be exempt from a number of rules under the
Exchange Act and, accordingly, is permitted to file less information with the SEC than a company
incorporated in the United States

As a “foreign private issuer,” Vivendi Universal will be exempt from rules under the U.S. Securities
Exchange Act of 1934 that impose certain disclosure and procedural requirements in connection with
proxy solicitations under Section 14 of the Exchange Act. In addition, Vivendi Universal’s officers,
directors and principal shareholders will be exempt from the reporting and “short-swing” profit recovery
provisions of Section 16 of the Exchange Act and the rules thereunder with respect to their purchases and
sales of Vivendi Universal shares. Moreover, Vivendi Universal will not be required to file periodic reports
and financial statements with the SEC as frequently or as promptly as U.S. companies whose securities are
registered under the Exchange Act. Holders of exchangeable shares will receive the same disclosure
materials furnished to holders of Vivendi Universal ADSs.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

The SEC encourages companies to disclose forward-looking information so that investors can better
understand a company’s future prospects and make informed investment decisions. This joint proxy
statement-prospectus contains “forward-looking statements.” These statements may be made directly in
this joint proxy statement-prospectus in connection with Vivendi, Seagram, CANAL+ and Vivendi
Universal, and they may also be made part of this joint proxy statement-prospectus by reference to other
documents filed with the SEC by Seagram, which is known as “incorporation by reference.” These
statements may include statements regarding the period following completion of the merger transactions.
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Words such as “anticipate,” “estimate,” “expects,” “projects,” “intends,” “plans,” “believes,” “will”
and words and terms of similar substance used in connection with any discussion of future operating or
financial performance of Vivendi, Seagram, CANAL+ and Vivendi Universal or the merger transactions,
identify forward-looking statements. All forward-looking statements are management’s present expectations
of future events and are subject to a number of factors and uncertainties that could cause actual results to
differ materially from those described in the forward-looking statements. The risks related to the
businesses of Vivendi, Seagram, CANAL+ and Vivendi Universal and the risks relating to the merger
transactions discussed under “Risk Factors,” among others, could cause actual results to differ materially
from those described in, or otherwise projected or implied by, the forward-looking statements. You are
cautioned not to place undue reliance on the forward-looking statements, which speak only as of the date
of this joint proxy statement-prospectus or the date of the document incorporated by reference in this joint
proxy statement-prospectus. None of Vivendi, Seagram, CANAL+ or Vivendi Universal is under any
obligation, and each expressly disclaims any obligation, to update or alter any forward-looking statements,
whether as a result of new information, future events or otherwise.

EEINTS

For additional information about Seagram that could cause actual results to differ materially from
those described in, or otherwise projected or implied by, the forward-looking statements, please see the
reports that Seagram has filed or will file before the date of the Seagram meeting with the SEC and
applicable Canadian securities regulatory authorities that are incorporated by reference in this document.

All subsequent forward-looking statements attributable to Vivendi, Seagram, CANAL+ and Vivendi
Universal, or any person acting on their behalf, are expressly qualified in their entirety by the cautionary
statements contained or referred to in this section.

Vivendi, Vivendi Universal and CANAL+ have prepared a French prospectus that has received the
approval (visa) of the Commission des Opérations de Bourse (COB) for the purpose of the listing of the
Vivendi Universal ordinary shares on the Premier Marché of the Paris Bourse and the submission of the
applicable Vivendi/CANAL+ transactions described in this joint proxy statement-prospectus to the
Vivendi and CANAL+ shareholders for approval.
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CHAPTER TWO — THE SHAREHOLDER MEETINGS
THE SEAGRAM MEETING

Date, Time and Place of the Meeting
The Seagram meeting is scheduled to be held as follows:

December 5, 2000
9:30 a.m., Eastern time
Mount Royal Centre, 2200 Mansfield St.
Montreal, Quebec H3A 3RS

Matters to Be Considered
Special Meeting Matters

At the Seagram meeting, if you are a Seagram shareholder, you will be asked to consider and vote
upon the arrangement resolution attached as Annex G to this joint proxy statement-prospectus. The
arrangement resolution:

« authorizes, approves and adopts the arrangement described in this joint proxy statement-prospectus
and the plan of arrangement attached as Annex B to this joint proxy statement-prospectus;

« confirms, ratifies and approves the merger agreement and the transactions contemplated by the
merger agreement, the actions of the Seagram board of directors in approving the merger
agreement and the transactions contemplated by the merger agreement and the actions of the
Seagram officers in executing and delivering the merger agreement;

« authorizes Seagram’s directors to amend the plan of arrangement and the merger agreement to the
extent permitted by the merger agreement and, subject to the merger agreement, to determine not
to proceed with the arrangement; and

« authorizes Seagram’s officers and directors to execute and deliver documents and take other actions
necessary or desirable in connection with the arrangement, the merger agreement and the above
matters.

Annual Meeting Matters

The meeting will be Seagram’s annual meeting of shareholders as well as a special meeting to
consider and vote upon the arrangement resolution. Accordingly, in addition to the arrangement resolution,
Seagram shareholders will be asked to consider and vote upon the matters normally addressed at
Seagram’s annual meeting, as follows:

Election of Directors. At the meeting, if you are a Seagram shareholder, you will be asked to elect 16
nominees to serve as directors of Seagram for a term expiring on the earlier of the effective time of the
arrangement and Seagram’s annual shareholders’ meeting in 2001. You can find information about each of
the nominees under “Seagram Annual Meeting Information — Election of Directors of Seagram.”
Seagram expects each of the nominees to serve if elected. If a nominee becomes unable to serve prior to
the Seagram meeting, Seagram’s board of directors may nominate someone else for election. In that
situation, the proxies will have the right to vote your shares, in their discretion, for the election of that
nominee. You can also find information regarding corporate governance, compensation of directors and
officers and related information under “Seagram Annual Meeting Information.”

Appointment of Auditors. You will also be asked to consider and vote upon the appointment of
PricewaterhouseCoopers LLP as Seagram’s auditors and to authorize Seagram’s board of directors to set
its remuneration. PricewaterhouseCoopers have been Seagram’s auditors for many years. Representatives of
PricewaterhouseCoopers will be present at the meeting, will have the opportunity to make a statement
should they desire to do so and will be available to respond to appropriate questions.
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Annual Report and Financial Statements. Seagram’s annual report to shareholders, which includes
Seagram’s consolidated financial statements for the 2000 fiscal year, will be placed before Seagram
shareholders at the meeting as required by the Canada Business Corporations Act (CBCA). No action is
required or proposed to be taken by Seagram shareholders with respect to this report.

Record Date for the Seagram Meeting

If you were a registered shareholder of Seagram common shares at the close of business on
November 1, 2000, the record date, you are entitled to receive this joint proxy statement-prospectus,
including Seagram’s notice of annual and special meeting, and to vote your shares at the meeting. In
addition, if you became a new owner of Seagram common shares after November 1, 2000 and establish
that you own those shares, you may request, on or prior to November 25, 2000, to be included on the
Seagram shareholders’ list. If you are included on that list, you may vote your shares at the meeting, but
the previous owner may not.

Quorum and Required Vote

In order to conduct business at the Seagram meeting, holders of at least 40% of the outstanding
Seagram common shares must be present in person or be represented by proxy at the meeting. Each
common share held of record will entitle the holder to one vote on each matter that properly comes before
the meeting.

If a quorum is present at the meeting:

« the arrangement resolution must be approved by the affirmative vote of at least 66%% of the votes
cast by holders of Seagram common shares present in person or by proxy at the meeting; and

« the election of directors and appointment of Seagram’s auditors requires the affirmative vote of a
simple majority of the votes cast at the meeting.

On the record date, 444,307,442 Seagram common shares were outstanding and held by 5,956 holders
of record. Certain members of the Bronfman family and their affiliates that are Seagram shareholders,
including Edgar Bronfman, Jr., president and chief executive officer of Seagram, have entered into a voting
agreement with Vivendi pursuant to which those shareholders have agreed to vote shares representing
approximately 24% of the outstanding Seagram common shares in favor of the arrangement resolution and
against any other business combination transaction (other than the merger transactions or another
transaction with Vivendi and its affiliates) and any transaction or action that would impede or discourage
the arrangement. See “The Merger Transactions — The Voting Agreement.” In addition, Koninklijke
Philips Electronics N.V. has announced its intention to vote all of the Seagram common shares it owns
(approximately 11% of the outstanding Seagram common shares) in favor of the arrangement resolution.
As of October 23, 2000, Seagram’s directors and executive officers and their affiliates owned approximately
24% of the outstanding common shares.

Proxies

In order to vote your common shares at the Seagram meeting, you must attend the meeting in person
or appoint a proxy to vote on your behalf. Because it would be impossible for all shareholders to attend the
meeting, Seagram’s board of directors recommends that you appoint the persons named in the
accompanying proxy form to act as your proxies at the meeting. In lieu of the persons named in the
accompanying proxy form, you may appoint any other person (who does not need to be a shareholder) to
represent you at the meeting by inserting that person’s name in the blank space provided in the proxy
form or by completing another proxy form. You must return the completed, signed and dated proxy form
in the enclosed postage-paid envelope or to Seagram’s secretary at 1430 Peel Street, Montreal, Quebec
H3A 1S9, for delivery no later than 5:00 p.m., Eastern time, December 1, 2000 or, if the meeting is
adjourned or postponed, no later than 5:00 p.m. on the second business day prior to the adjourned or
postponed meeting.
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You may change your vote by submitting a new proxy to Seagram’s secretary at Seagram’s executive
office no later than 5:00 p.m., Eastern time, on December 1, 2000 or, if you are a holder of record, by
attending the meeting and voting your shares in person. You may also revoke your proxy by delivering
written notice signed by you or your attorney-in-fact authorized in writing to:

» Seagram’s secretary at Seagram’s executive office at 1430 Peel St., Montreal, Quebec H3A 1S9 or
its registered office at any time on or before December 4, 2000; or

e the chairman of the meeting on the day of the meeting.

If the meeting is adjourned, you may deliver the notice of revocation to Seagram’s executive or registered
office on or prior to the last business day prior to the adjourned meeting or to the chairman at the
adjourned meeting. Attendance at the meeting will not itself constitute revocation of a proxy.

If you appoint the persons named on the enclosed proxy form as your proxies, they will vote your
Seagram common shares in accordance with your voting instructions. If you properly execute and deliver
your proxy form appointing those persons as proxies but do not provide voting instructions, the proxies
will vote your shares:

¢ FOR approval of the arrangement resolution;

* FOR the election of the directors listed under “Seagram Annual Meeting Information — Election
of Directors of Seagram”; and

¢ FOR the appointment of PricewaterhouseCoopers as Seagram’s independent auditors.

If your proxy indicates that you wish to abstain from voting on approval of any matter, your shares
will be considered present at the meeting for purposes of determining a quorum, but your votes will not be
cast with respect to that matter. An abstention will therefore reduce the number of votes required for
approval of the arrangement resolution.

Seagram does not expect that any matters other than those referred to above will be brought before
the meeting. The named proxies will vote for or against any modification to any matter presented in
Seagram’s notice of annual and special meeting, and any other matter presented at the meeting, using
their discretion, unless you withhold the authority to do so on the proxy card.

Non-Registered Shareholders

Non-registered shareholders should follow the directions of their intermediaries with respect to the
procedures to be followed for voting. Generally, non-registered shareholders will not receive the same
proxy form as distributed by Seagram to registered shareholders but will be provided with either a request
for voting instructions or a proxy form executed by the intermediary but otherwise uncompleted.
Intermediaries will then submit votes on behalf of the non-registered shareholder. If you are a
non-registered shareholder, please submit your voting instructions to your intermediary in sufficient time to
ensure that your votes are received by Seagram on or before 5:00 p.m., Eastern time, on December 1,
2000.

Solicitation of Proxies

By use of this joint proxy statement-prospectus, Seagram’s board of directors is soliciting proxies to
be used at the Seagram meeting. Seagram and Vivendi will share the expenses incurred in connection with
the printing and mailing of this joint proxy statement-prospectus. Seagram has retained Georgeson
Shareholder Communications Inc., for a fee of U.S.$125,000 plus additional charges related to telephone
calls and other services, to assist in the solicitation of proxies from its shareholders. Seagram has also
retained RBC Dominion Securities Inc. as soliciting dealer manager in Canada. RBC Dominion Securities
Inc. will form a soliciting dealer group consisting of members of the Investment Dealers Association of
Canada and members of the Canadian stock exchanges. Members of the soliciting dealer group will be
invited to solicit Canadian resident Seagram shareholders to vote in favor of the arrangement. A
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solicitation fee of Cdn.$0.35 for each Seagram common share voted in favor of the arrangement will be
payable to the soliciting dealer whose name appears in the appropriate space on the Seagram proxy form,
subject to a maximum fee of Cdn.$1,500 in respect of each beneficial owner of Seagram common shares
resident in Canada. No solicitation fees will be payable if the arrangement is not completed. In addition,
RBC Dominion Securities Inc. will be paid a fee of Cdn.$500,000 for managing the solicitation, a portion
of which is contingent upon the successful completion of the arrangement. Seagram will also request
banks, brokers and other intermediaries holding Seagram common shares beneficially owned by others to
send this joint proxy statement-prospectus to, and obtain proxies from, the beneficial owners and will
reimburse the holders for their reasonable expenses in so doing. CIBC Mellon Trust Company also assists
Seagram in soliciting proxies in Canada as part of its general engagement by Seagram to provide
shareholder services.

Solicitation of proxies by mail may be supplemented by telephone and other electronic means,
advertisements and personal solicitation by Seagram’s directors, officers and employees. No additional
compensation will be paid to directors, officers or employees for that solicitation.

Dissenting Shareholder Rights

If you are a registered holder of Seagram common shares, the interim order issued by the Ontario
court in connection with the arrangement gives you the right to dissent from the arrangement resolution. If
the arrangement becomes effective and you dissent in compliance with Section 190 of the CBCA and the
plan of arrangement, you will have the right to be paid the fair value of the Seagram common shares you
hold, determined as of the close of business on the day before Seagram shareholders adopt the
arrangement resolution.

Under Section 190 of the CBCA, you may dissent only for shares that are registered in your name. In
many cases, people beneficially own shares that are registered either:

 in the name of an intermediary, such as a bank, trust company, securities dealer, broker, trustee,
administrator of self administered registered retirement savings plans, registered retirement income
funds, registered educational savings plans and similar plans and their nominees; or

* in the name of a clearing agency in which the intermediary participates, such as The Canadian
Depositary for Securities Limited or The Depository Trust Company.

If you want to dissent and your shares are registered in someone else’s name, you must contact your
intermediary and either:

e instruct your intermediary to exercise the dissenters’ rights on your behalf (which, if the shares are
registered in the name of a clearing agency, will require that the shares first be re-registered in your
intermediary’s name); or

e instruct your intermediary to re-register the shares in your name, in which case you will have to
exercise your dissenters’ rights directly.

In other words, if your shares are registered in someone else’s name, you will not be able to exercise your
dissenters’ rights directly unless the shares are re-registered in your name.

If you want to dissent, you must dissent for all your shares. If you hold shares on behalf of one or
more beneficial owners, Section 190 of the CBCA allows you to dissent only for all the shares you hold on
behalf of any one beneficial owner that are registered in your name.

If you want to dissent, you must send a written dissent notice to Seagram’s secretary at The Seagram
Company Ltd., 1430 Peel Street, Montreal, Quebec H3A 1S9, Canada. Seagram’s secretary must receive
this dissent notice by 5:00 p.m., Eastern time, on the business day before the Seagram meeting. If you do
not comply strictly with this requirement, you could lose your right to dissent. This requirement is
different from the dissent provisions of Section 190 of the CBCA, which would allow dissenting
shareholders to provide a dissent notice at any time at or before the Seagram meeting.
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If you send Seagram’s secretary a dissent notice, you still have the right to vote at the meeting.
However, under the CBCA, if you send a dissent notice and then vote in favor of the arrangement
resolution, you will not be considered a dissenting shareholder. You do not have to vote against the
arrangement resolution to dissent, however, because you can also abstain.

The CBCA does not provide (and Seagram will not assume) that a vote against the arrangement
resolution or an abstention constitutes a dissent notice. Similarly, if you give someone a proxy to vote for
the arrangement resolution and then revoke the proxy, your revocation does not constitute a dissent notice.
However, if you want to dissent, you should revoke any proxy that instructs the proxy holder to vote for
the arrangement resolution to prevent the proxy holder from voting your shares in favor of the arrangement
resolution and causing you to forfeit your dissenters’ rights. For instructions on revoking a proxy, see
“— Proxies.”

If you dissent, Seagram is required to notify you that the arrangement resolution has been adopted
within ten days after Seagram’s shareholders adopt the resolution. Seagram is not required to send you a
notice if you vote for the arrangement resolution or withdraw your dissent notice.

If you dissent, you must send Seagram (to its secretary at the address above) a written demand for
payment within 20 days after you receive Seagram’s notice that the arrangement resolution has been
adopted. If you do not receive that notice, you must send a written demand for payment within 20 days
after you learn that the arrangement resolution has been adopted. Your demand for payment must contain:

 your name and address;
 the number of Seagram common shares for which you are dissenting; and
e a demand for payment of the fair value of those shares.

Within 30 days of sending a demand for payment, you must send Seagram (to its secretary at the
address above) or its transfer agent the certificates representing your dissenting shares. If you do not send
in your certificates, you forfeit your right to dissent. The Seagram transfer agent will endorse on your share
certificates a notice that you are a dissenting shareholder and will then send the certificates back to you.

After you send your demand for payment, you will no longer have any rights as a Seagram
shareholder other than the right to be paid the fair value of your shares unless:

e you withdraw your demand for payment before Seagram makes a written offer to pay;

e Seagram does not make you a timely written offer to pay and you withdraw your demand for
payment; or

o Seagram’s board of directors revokes the arrangement resolution.

In all three cases described above, your rights as a shareholder will be reinstated, and in the first two
cases, your shares will be subject to the arrangement if it has been completed.

Also, under the plan of arrangement, if you duly exercise your dissenters’ rights and are ultimately
determined to have the right to be paid the fair value of your shares, you will be deemed to have
transferred your shares to Seagram at the effective time of the arrangement. If you exercise your
dissenters’ rights but are ultimately determined for any reason not to have the right to be paid the fair
value of your shares, you will be deemed to have participated in the arrangement like any non-dissenting
shareholder who did not elect to receive exchangeable shares, and you will receive Vivendi Universal
ADSs for your Seagram shares in accordance with the procedures contained in the plan of arrangement.

If you dissent, within seven days after the later of the effective date of the arrangement and the date
when Seagram receives your demand for payment, Seagram is required to send you an offer to pay for
your shares. That offer must be in an amount that Seagram’s board of directors considers to be the fair
value of the shares. Seagram must also send you a statement with the offer to pay showing how the fair
value was determined. Every offer to pay must be on the same terms. Seagram must pay for your shares
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within ten days after you accept the offer to pay, but Seagram’s offer to pay you will lapse if Seagram does
not receive your acceptance within 30 days after it has made the offer to pay.

If you do not accept Seagram’s offer or if Seagram fails to make you an offer to pay after you have
sent your demand for payment, Seagram may apply to a court in the Province of Ontario to fix a fair value
for the shares of all dissenting shareholders. If Seagram decides to apply to a court to fix the fair value, it
must do so within 50 days after the effective date of the arrangement or within any longer period that the
court allows. If Seagram fails to apply to a court, you may apply to an Ontario court for the same purpose
within a further period of 20 days or within any longer period that the court allows. You are not required
to give security for the costs of applying to a court.

If Seagram, you or another dissenting shareholder applies to a court, all dissenting shareholders whose
shares have not been purchased by Seagram will be joined as parties and will be bound by the court’s
decision. Seagram will be required to notify each affected dissenting shareholder of the date, place and
consequences of the application and of the shareholder’s right to appear and be heard in person or by
counsel. The court may determine whether any person is a dissenting shareholder who should be joined as
a party, and the court will then fix a fair value for the shares of all dissenting shareholders. The court will
render a final order against Seagram in favor of each dissenting shareholder and for the amount of the fair
value of the dissenting shareholder’s shares. The court may, in its discretion, allow a reasonable rate of
interest on the amount payable to each dissenting shareholder from the effective date of the arrangement
until the date of payment.

This is only a summary of the dissenting shareholder provisions of the plan of arrangement and the
CBCA, which are technical and complex. Complete copies of the plan of arrangement and Section 190 of
the CBCA are attached as Annexes B and N, respectively, to this joint proxy statement-prospectus. If
you want to dissent, we recommend that you seek legal advice because, if you fail to comply strictly with
the provisions of the plan of arrangement and the CBCA, you could forfeit your dissenters’ rights. For a
general summary of some of the Canadian income tax implications to a dissenting shareholder, see “Tax
Information — Tax Considerations for Seagram Shareholders — Canadian Federal Income Tax
Considerations.”

Procedures for Exchange of Share Certificates by Seagram Shareholders

If you are a Seagram shareholder, you will find enclosed with this joint proxy statement-prospectus a
letter of transmittal and election form. The letter of transmittal and election form, when properly
completed and duly executed and returned by mail or by hand delivery to CIBC Mellon Trust Company,
as Seagram’s exchange agent, together with a certificate or certificates for Seagram common shares and all
other required documents, will enable Seagram shareholders to obtain Vivendi Universal ADRs and, in the
case of Canadian resident Seagram shareholders, certificates representing exchangeable shares.

If you are a Canadian resident Seagram shareholder and wish to elect to receive exchangeable shares
in exchange for some or all of your Seagram common shares, your properly completed and duly executed
letter of transmittal and election form, certificates representing the Seagram common shares you hold
that you wish to exchange for exchangeable shares and all other required documents must be received by
the exchange agent at one of the addresses indicated on the letter of transmittal and election form before
5:00 p.m., Eastern time, on November 30, 2000, or, in the event the Seagram meeting is adjourned or
postponed, the third business day prior to the date fixed for the meeting to be reconvened. Otherwise, you
will be entitled to receive only Vivendi Universal ADSs for your Seagram common shares, and will
receive only Vivendi Universal ADRs representing Vivendi Universal ADSs upon delivery of the
certificates representing your Seagram common shares and all other required documentation. For
Canadian residents, the tax consequences may differ significantly depending on whether Vivendi Universal
ADSs or exchangeable shares are received in the arrangement. If you are a Canadian resident, you should
consider carefully the tax consequences to you in determining whether to elect to receive Vivendi
Universal ADSs or exchangeable shares in the arrangement. See “Tax Information — Tax Considerations
for Seagram Shareholders — Canadian Federal Income Tax Considerations.”
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Unless you are a Canadian resident Seagram shareholder who wishes to receive exchangeable shares,
you do not need to submit a letter of transmittal, your share certificates and any other required documents
before the completion of the merger transactions (but you should vote by returning your proxy card). If
you do not submit your letter of transmittal, share certificates and any other required documents before the
completion of the merger transactions, we will send you another letter of transmittal after the closing.

If your Seagram common shares are registered in the name of a broker, investment dealer, bank, trust
company or other intermediary, you should contact that intermediary for instructions and assistance in
delivering share certificates representing those Seagram common shares and, if you are a Canadian
resident Seagram shareholder who wishes to receive exchangeable shares, in making your election.

If you are a Seagram shareholder entitled to receive Vivendi Universal ADSs in the arrangement, you
will not receive the Vivendi Universal ADRs representing the Vivendi Universal ADSs to which you are
otherwise entitled until you forward to the exchange agent properly completed and duly executed letters of
transmittal and election forms, certificates representing their Seagram common shares and other required
documents. Furthermore, until you surrender your certificate(s) representing your Seagram common
shares, you will not be recorded on the register of holders of Vivendi Universal ADSs, nor will you be
entitled to vote your Vivendi Universal ADSs or to receive dividends on your Vivendi Universal ADSs. In
addition, if you do not surrender your certificate(s) representing your Seagram common shares on or prior
to the fifth anniversary of the completion of the arrangement, you will have all of your rights and interests
as holders of Vivendi Universal ADSs extinguished without compensation or notice.

Any use by you of the mails to transmit a share certificate for Seagram common shares and a related
letter of transmittal and election form is at your risk. If you mail these documents, we recommend you use
registered mail, with return receipt requested (if available), properly insured. If the arrangement resolution
is not adopted at the Seagram meeting, or any adjournment or postponement of the meeting, or if the
arrangement is not otherwise completed, your share certificates for Seagram common shares received by
the exchange agent will be returned to you.

If you comply with the above procedures (including, in the case of Canadian resident shareholders
that elect to receive exchangeable shares, by effecting deliveries to the exchange agent prior to the election
deadline), Vivendi Universal ADRs representing the appropriate number of Vivendi Universal ADSs or
certificates representing the appropriate number of exchangeable shares, together with a check in the
amount, if any, payable in lieu of a fractional Vivendi Universal ADS or a fractional exchangeable share
will, as soon as practicable after the effective date of the arrangement: (1) be forwarded to you at the
address specified in the letter of transmittal and election form by insured first class mail, or (2) be made
available at the offices of the exchange agent at the appropriate address indicated in the letter of
transmittal and election form for pick up by you if you so request in the letter of transmittal and election
form.

The exchange agent, in connection with the exchange of Seagram common shares for Vivendi
Universal ADSs and/or exchangeable shares in the arrangement, will deliver Vivendi Universal ADRs
representing Vivendi Universal ADSs, certificates representing exchangeable shares or checks in lieu of
fractional Vivendi Universal ADSs or fractional exchangeable shares, as the case may be, in a name other
than the name in which the surrendered share certificates are registered only if you present the exchange
agent with, among other things, documents required to evidence and effect the unrecorded transfer of
ownership with the signature of the ultimate recipient guaranteed by an eligible institution or in some
other manner satisfactory to the exchange agent.

If any of your certificate(s) for Seagram common shares have been destroyed or lost, you should
immediately complete the letter of transmittal and election form as fully as possible and return it together
with a letter describing the loss to the exchange agent in accordance with the instructions in the letter of
transmittal and election form. Seagram has instructed the exchange agent to respond with replacement
requirements.
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Principal Holders of Shares

As of October 23, 2000, descendants of the late Samuel Bronfman, and trusts established for their
benefit, beneficially owned directly or indirectly a total of 106,359,757 Seagram common shares, which
constituted approximately 24% of the outstanding Seagram common shares. The holders in the following
table are the only holders that, to Seagram’s knowledge, own beneficially, or exercise control or direction
over, more than 5% of the outstanding Seagram common shares of Seagram as of October 23, 2000.
Descendants of the late Samuel Bronfman also hold options to acquire an additional 4,778,736 Seagram
common shares that are exercisable on or within 60 days of October 23, 2000.

Percentage
Number of Shares

Beneficial Owner of Shares Outstanding
The Edgar Miles Bronfman Trust.............. ... .. ..., 60,104,604 (1) 13.53%
The C. Bronfman Family Trust,

The Charles Rosner Bronfman Family Trust,

The CB Family Trust,

The Charles R. Bronfman Discretionary Trust,

CRB Associates, Limited Partnership............... ... ... ... ........ 41,286,760(2) 9.29%
Koninklijke Philips Electronics N.V. .. ... ... ... ... . .. .. 47,831,952(3) 10.77%
Capital Research and Management Company . ...................co..... 32,105,700(4) 7.23%

(1) Includes 58,618,088 shares owned indirectly by The Edgar Miles Bronfman Trust, 375 Park Avenue, New York, New York, a
trust established for the benefit of Edgar M. Bronfman and his descendants (EMBT), through its 99% interest in Bronfman
Associates, a partnership of which Edgar M. Bronfman is the managing general partner, and 1,486,516 shares owned directly by
the PBBT/Edgar Miles Bronfman Family Trust, a trust established for the benefit of Edgar M. Bronfman and his descendants
(PBBT/EMBFT). The trustees of the EMBT and the PBBT/EMBEFT include Edgar M. Bronfman, Edgar Bronfman, Jr. and
John S. Weinberg.

(2) Includes 14,320,000 shares owned directly by The C. Bronfman Family Trust (C.BFT), c/o Messrs. Bergman, Horowitz and
Reynolds, whose address is 157 Church Street, New Haven, Connecticut, 20,364,000 shares owned by the Charles Rosner
Bronfman Family Trust (CRBFT), c/o Goodman Phillips & Vineberg, 1501 McGill College Avenue, Montreal, Quebec,
5,000,000 shares owned by the CB Family Trust (CBFT), c¢/o Codan Trust Company Limited, Richmond House, 12 Par-La-
Ville Road, Hamilton, Bermuda, and 302,760 shares owned by The Charles R. Bronfman Discretionary Trust (CRBDT) and
1,300,000 shares owned by CRB Associates, Limited Partnership (CRB Associates), each ¢/o Messrs. Bergman, Horowitz and
Reynolds, 157 Church Street, New Haven, Connecticut. The general partners of CRB Associates are the CRBFT, which holds a
51.04% general partnership interest, and Claridge Israel LLC, which holds a 48% general partnership interest. Stephen R.
Bronfman indirectly holds a 0.96% limited partnership interest in CRB Associates and is a trustee of the CRBFT. The managers
of Claridge Isracl LLC include Charles R. Bronfman. The members of Claridge Israel LLC are The Charles R. Bronfman Trust
(CR.BT) and The Charles Bronfman Trust (CBT). The C.BFT, the CRBFT, the CBT, the CBFT, the CR.BT and the
CRBDT are trusts established for the benefit of Charles R. Bronfman and his descendants.

(3) The address of the principal executive offices of Philips is Rembrandt Tower, Amstelplein 1, 1096 HA Amsterdam, The
Netherlands. A description of certain voting arrangements between Philips and Seagram can be found under “Seagram Annual
Meeting Information — Transactions with Directors and Others.”

(4) Based on a Schedule 13G filed by Capital Research and Management Company on February 14, 2000. The address of the
principal executive offices of Capital Research and Management Company is 333 South Hope Street, Los Angeles, California.
Of the shares beneficially owned, 3,693,700 are shares the beneficial ownership of which Capital Research and Management
Company has the right to acquire.

In addition, as of October 23, 2000, trusts for the benefit of the family of the late Minda de
Gunzburg and members of her immediate family owned, directly or indirectly, a total of 1,237,212 shares.
Edgar M. Bronfman, Charles R. Bronfman and the late Minda de Gunzburg are siblings. Edgar M.
Bronfman and Charles R. Bronfman are directors and officers of Seagram. Edgar Bronfman, Jr. is a son of
Edgar M. Bronfman and a director and officer of Seagram. Samuel Bronfman II is a son of Edgar M.
Bronfman and a director of Seagram. Stephen R. Bronfman is the son of Charles R. Bronfman and a
director of Seagram.

Under a voting trust agreement dated August 3, 1984, as amended, Charles R. Bronfman is the voting
trustee for certain shares beneficially owned directly or indirectly by the EMBT, the PBBT/EMBFT, the
C.BFT, the CRBFT, the CBFT, CRB Associates and two charitable foundations. Charles R. Bronfman is
a director of the two charitable foundations, which together owned 3,334,164 shares as of October 23,
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2000. The voting trust agreement has a term of 20 years and contains no restrictions on the right of the
voting trustee to vote the deposited shares. As of October 23, 2000, the Bronfman voting trust agreement
covered 104,398,768 shares.

Under a voting trust agreement dated as of May 15, 1986, Edgar M. Bronfman, Charles R. Bronfman,
Stanley N. Bergman, Guido Goldman and Leonard M. Nelson are voting trustees for shares beneficially
owned directly or indirectly by trusts for the benefit of the family of the late Minda de Gunzburg and
members of her immediate family. Messrs. Bergman, Goldman and Nelson, whose address is c/o First
Spring Corporation, 499 Park Avenue, New York, New York, are the trustees of the trusts. The de
Gunzburg voting trust agreement has a term of 15 years and contains no restrictions on the right of the
voting trustees to vote the deposited shares. As of October 23, 2000, the de Gunzburg voting trust
agreement covered 1,236,332 shares.

An agreement, entered into as of August 3, 1984, as amended, governs the dispositions of shares that
the EMBT, the PBBT/EMBFT, the C.BFT, the CRBFT, the CBFT, the CRBDT, CRB Associates, the
trusts established for the benefit of the family of the late Minda de Gunzburg and members of her
immediate family and three charitable foundations (including the charitable foundations referred to above)
beneficially own, directly or indirectly. The agreement has a term of 20 years and permits each of the
branches of the family to transfer shares within its family group. However, transfers to third parties are
subject to a right of first refusal in favor of the other branches of the family.

THE VIVENDI MEETING

Date, Time and Place of the Meeting

This joint proxy statement-prospectus is being furnished in connection with the solicitation of voting
instruction cards by Vivendi’s board of directors for use at the Vivendi meeting to be held:

November 28, 2000

9 a.m., French time
42, avenue de Friedland

75380 Paris, France

If a quorum for the extraordinary meeting is not met on November 28, 2000, the voting instruction
cards will be used at a reconvened Vivendi meeting to be held:

December 5, 2000
5:00 p.m., French time
Musée du Louvre, Pyramide du Louvre,
101, rue Rivoli, 75001 Paris, France

Given the quorum requirement, it is expected, and the following description assumes, that there will
not be any vote until the reconvened Vivendi meeting on December 5, 2000.

Matters To Be Considered

At the Vivendi meeting, shareholders will be asked to consider and vote upon the following
resolutions:

First Extraordinary Resolution

The extraordinary shareholders’ meeting has determined to approve all the terms and conditions of the
combination of Vivendi with Seagram and CANAL+, which have been summarized in the report of the
board of directors to the extraordinary shareholders’ meeting.

48



Second Extraordinary Resolution

The extraordinary shareholders’ meeting, having taken note of the reports of the board of directors
and of the merger auditor, has determined to approve the merger of Vivendi into its wholly-owned
subsidiary Sofiée (which will be renamed Vivendi Universal) with retroactive effect as of January 1, 2000.

Third Extraordinary Resolution

The extraordinary shareholders’ meeting takes note of the immediate dissolution of Vivendi resulting
from its merger into Sofiée.

Fourth and Fifth Extraordinary Resolutions

The extraordinary shareholders’ meeting authorizes the board of directors to verify that the conditions
precedent to the merger transactions have been satisfied and to execute any additional agreements and
take any action required to consummate the merger of Vivendi into Vivendi Universal.

Information Concerning Voting

If you are a holder of Vivendi ordinary shares, to be admitted to the meeting, you must either hold
Vivendi ordinary shares in registered form, or, if you hold your shares in bearer form (including through a
French financial intermediary or a U.S. custodian that holds the shares through a French financial
intermediary), present proof of identity and an ownership certificate issued by an accredited French
financial intermediary at least five days before the meeting. You may vote in person at the meeting, by
proxy or by mail. Under French law, a shareholder can give a proxy only to a spouse or to another
shareholder. You may also sign and return a blank proxy. If you sign and return a blank proxy, your votes
will be cast in favor of the resolutions. Under French law, you may also vote by mail using a form for
voting by mail (formulaire de vote par correspondance) included on your voting instruction card. Voting
by mail is different from voting by proxy because (1) when you vote by mail, you vote your shares directly
and (2) if you send in a blank form for voting by mail, your shares will be voted against, rather than for,
the resolutions proposed by the board of directors.

A shareholder that is a corporation must be represented at the meeting by its legal representative. The
legal representative may delegate the corporation’s right to vote by granting a power of attorney in a form
obtained from Vivendi. Under the French commercial code, shares held by entities controlled directly or
indirectly by Vivendi do not have voting rights.

If you hold Vivendi ordinary shares in registered form, you will receive notice of the meeting,
including the agenda for the meeting and a copy of the resolutions that will be submitted to the meeting.
A French prospectus that is different from this document has also been prepared in accordance with
French stock exchange regulations. Any shareholder may obtain a copy of the French prospectus and other
documents, including the report of the board of directors to the shareholders’ meeting, by contacting
Vivendi at 33 (1) 71 71 10 00 (Direction Juridique) or by requesting the documents from Vivendi,

42 avenue de Friedland, 75380 Paris Cedex 08, France or from BNP Paribas, Services Assemblées,
CETT/ATN, 8, rue de Sofia, 75018 Paris, France. If you hold Vivendi ordinary shares in bearer form, you
may obtain the documents by contacting Vivendi or BNP Paribas as described above.

Vivendi ADS holders may vote by using the enclosed voting instruction card. Vivendi ADS holders
that wish to vote the Vivendi ordinary shares underlying their ADSs directly and attend the meeting must
surrender their ADRs and withdraw the ordinary shares, and pay the taxes, governmental charges and fees
of the depositary, all in accordance with the terms of the current deposit agreement, in order to become
registered owners of the Vivendi ordinary shares underlying their ADSs prior to November 24, 2000.

Quorum and Required Vote

Under the French commercial code and Vivendi’s statuts, persons who hold at least one-third of a
company’s outstanding voting rights must be present at an extraordinary meeting in person, or must vote
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by mail or by proxy, to fulfill the quorum requirements for the meeting. The meeting will be adjourned if a
quorum is not present. At an extraordinary meeting resumed after adjournment, at least one-fourth of a
company’s outstanding voting rights must be present in person or must vote by mail or by proxy. At a
meeting resumed after adjournment, only questions that were on the agenda of the adjourned meeting may
be discussed and voted upon.

Each Vivendi ordinary share and every five Vivendi ADSs will entitle the holder to cast one vote on
each matter that properly comes before the Vivendi meeting, subject to the exceptions described under
“Comparison of Shareholders’ Rights — Take-Over Bids and Compulsory Acquisition of Shares; Anti-
Takeover Provisions.” The affirmative vote of two-thirds of the votes cast by Vivendi shareholders
represented at the meeting is required to approve the resolutions necessary to complete the merger
transactions. The effectiveness of each extraordinary resolution is conditioned upon the approval of each
other extraordinary resolution.

Voting by Holders of Vivendi ADSs; Record Date

Holders of Vivendi ADSs as of November 1, 2000, the record date for Vivendi ADSs, are entitled to
notice of the meeting, and may vote the Vivendi ordinary shares underlying Vivendi ADSs at the meeting
in one of two ways:

* by properly completing, signing and dating the enclosed voting instruction card and returning it in
the enclosed postage-paid envelope to the depositary by November 28, 2000; a holder of Vivendi
ADSs may cause the depositary to vote the ordinary shares underlying the ADSs in the manner
prescribed in the voting instruction card (as more fully described below); or

« a holder of Vivendi ADSs may elect to surrender its ADRs and withdraw the ordinary shares in
accordance with the terms of the deposit agreement and may attend the meeting and vote the
ordinary shares in person.

The significant differences between these two alternatives are as follows:

« a holder of Vivendi ADSs will not be entitled to attend the meeting in person but must instead
instruct the depositary to vote the ordinary shares underlying the ADSs;

« a holder of Vivendi ADSs will not have the opportunity to consider or vote on any matters that
may be presented at the meeting other than those described in this joint proxy statement-prospectus
or any further solicitation made by Vivendi; and

 a holder of Vivendi ADSs is not entitled to present proposals at the meeting for consideration at
the meeting.

Assuming the shareholders’” vote occurs on December 5, 2000 a holder of ordinary shares must be the
registered holder of the ordinary shares on December 4, 2000 (and hold those shares through the date of
the meeting) to be eligible to vote.

Voting Through the Depositary

Upon receipt by the depositary of a properly completed voting instruction card on or before
November 28, 2000, the depositary will, insofar as practicable and permitted under applicable provisions of
French law and Vivendi’s statuts, vote or cause to be voted the Vivendi ordinary shares underlying the
Vivendi ADSs in accordance with any non-discretionary instructions set forth on the voting instruction
card. With respect to voting instruction cards that are signed but on which no voting instructions have
been indicated, the depositary will vote or cause to be voted the Vivendi ordinary shares in favor of
proposals recommended by Vivendi’s board of directors and against proposals opposed by Vivendi’s board
of directors.

The depositary will not vote, cause to be voted or attempt to exercise the right to vote that is attached
to Vivendi ADSs if the voting instruction card with respect to the ADSs is incorrectly completed or
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illegible. The depositary will take no action to impair its ability to vote or cause to be voted the number of
ordinary shares necessary to carry out the instructions of all holders of Vivendi ADSs.

Voting Ordinary Shares

Under French law and Vivendi’s statuts, only (1) shareholders holding registered ordinary shares at
least one calendar day prior to the date of a shareholders’ meeting and (2) shareholders holding bearer
ordinary shares that have delivered to BNP Paribas, Services Assemblées, CETT/ATN, 8, rue de Sofia,
75018 Paris, France, at least one day before the Vivendi meeting, proof of identity and an ownership
certificate issued by an accredited French financial intermediary stating that their shares have not been
transferred before the date of the meeting may vote the ordinary shares and attend the meeting. Therefore,
in order for a holder of Vivendi ADSs to attend the meeting and vote the ordinary shares, the holder must
first become a registered owner of ordinary shares underlying the Vivendi ADSs. To accomplish this,
Vivendi ADS holders must deliver, on or before November 24, 2000, their ADRs to the depositary for
cancellation and pay the fee provided for in the deposit agreement. The depositary will then request that
the Paris office of BNP Paribas, as custodian of the Vivendi ordinary shares underlying the Vivendi ADSs,
register the holder in the Vivendi share register. The depositary will also ask the custodian to make
arrangements to allow the holder to vote at the extraordinary meeting. The custodian will not permit any
transfer of the ordinary shares during the “blocked period” of December 4, 2000 to December 6, 2000.

Receipt Date

The depositary must receive the voting instruction card on or before November 28, 2000 in order to
vote the Vivendi ordinary shares underlying the Vivendi ADSs in accordance with the instructions set forth
on the voting instruction card.

Revocability of Voting Instructions

All Vivendi ADS holders entitled to vote and represented by properly executed voting instruction
cards received prior to November 28, 2000, and not revoked, will be voted at the meeting in accordance
with the instructions indicated on those voting instruction cards. Any voting instructions given pursuant to
this solicitation may be revoked by the person giving it at any time before it is voted. A voting instruction
may be revoked by filing with the depositary a written notice of revocation or a duly executed voting
instruction card, in either case dated later than the prior voting instruction card relating to the same
Vivendi ADSs and received by the depositary prior to November 28, 2000. Holders of Vivendi ordinary
shares can revoke their proxies by notifying Vivendi at 42, avenue de Friedland, 75380 Paris Cedex 08,
France no later than December 4, 2000.

Principal Shareholders

Vivendi is not directly or indirectly owned or controlled by another corporation or by any
governmental authority. On September 29, 2000, approximately 605,945,528 Vivendi ordinary shares were
outstanding and entitled to cast a total of 625,766,147 votes at the meeting. These shares were held by
more than 700,000 shareholders.

To the best of Vivendi’s knowledge, it has no shareholders whose beneficial ownership represents 5%
or more of its share capital or voting rights. The total number of shares owned by Vivendi’s officers and
directors and executive officers as a group (24 persons) represented less than one percent of Vivendi’s
outstanding shares and less than one percent of its voting shares as of September 29, 2000. Pursuant to
Vivendi’s statuts, each of its directors must own at least 750 of its shares.
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Matters To Be Approved at the Vivendi Universal Meeting

By the time of the Vivendi meeting, Vivendi, as the sole shareholder of Vivendi Universal, will have
approved resolutions at a shareholder meeting of Vivendi Universal including resolutions relating to:

« the approval of the merger of Vivendi into Vivendi Universal,
« the approval of the merger of CANAL Holdco into Vivendi Universal;

« the election of a new board of directors, including five members from Seagram’s board of directors;
and

» the amendment of Vivendi Universal’s statuts in accordance with the merger agreement and related
agreements.

Solicitation of Proxies

By use of this joint proxy statement-prospectus, Vivendi’s board of directors is soliciting proxies to
be used at the Vivendi meeting. Seagram and Vivendi will share the expenses incurred in connection with
the printing and mailing of this joint proxy statement-prospectus. Vivendi and CANAL+ have retained
Innisfree M&A Incorporated, for reasonable and customary fees plus additional charges related to
telephone calls and other services, to assist in the solicitation of proxies from their respective shareholders.

THE CANAL+ MEETING

Date, Time and Place of the Meeting

This joint proxy statement-prospectus is being furnished in connection with the solicitation of voting
instructions cards by CANAL+’s board of directors for use at the CANAL+ meeting to be held:

December 5, 2000
11 a.m., French time
UGC Normandie
116, avenue des Champs Elysées
75008 Paris, France

Matters To Be Considered

At the CANAL+ meeting, shareholders will be asked to consider and vote upon resolutions on the
following matters:

Extraordinary Resolutions

« approval of the contribution by CANAL+ to CANAL+ Distribution, a wholly-owned subsidiary of
CANAL-, of the distribution and marketing business associated with CANAL++’s French premium
pay television channel;

« approval of the contribution by CANAL+ to CANAL+ Régie, a wholly-owned subsidiary of
CANAL-, of the business of selling advertising on pay television channels;

« approval of the contribution by CANAL+ to Canal Holdco of the “transferred businesses,”
meaning all the shares of CANAL+ Distribution and CANAL+ Régie and all its other businesses
except for its French premium pay television channel, in the context of the combination of
CANAL++ with Seagram and Vivendi; and approval of the distribution to CANAL+ shareholders
of the shares of Canal Holdco received by CANAL+ in consideration of the contribution of the
transferred businesses, subject to shareholder approval of the merger of Canal Holdco into Vivendi
Universal; and
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« authorization for CANAL+ to cancel ordinary shares of CANAL+ that CANAL+ may have
acquired.

Ordinary Resolution

 approval of a share repurchase program to replace CANAL+’s currently authorized program, with
a price based on the market price of CANAL+’s ordinary shares after the completion of the
merger transactions.

Information Concerning Voting

If you are a holder of CANAL+ ordinary shares, to be admitted to the meeting, you must either hold
CANAL++ ordinary shares in registered form or, if you hold your shares in bearer form (including through
a French financial intermediary or a U.S. custodian that holds the shares through a French financial
intermediary), present proof of identity and an ownership certificate issued by an accredited French
financial intermediary at least five days before the meeting. You may vote in person at the meeting, by
proxy or by mail. Under French law, a shareholder can give a proxy only to a spouse or to another
shareholder. You may also sign and return a blank proxy. If you sign and return a blank proxy, your votes
will be cast in favor of the resolutions. Under French law, you may also vote by mail using a form for
voting by mail (formulaire de vote par correspondance) included on your voting instruction card. Voting
by mail is different from voting by proxy because (1) when you vote by mail, you vote your shares directly
and (2) if you send in a blank form for voting by mail, your shares will be voted against, rather than for,
the resolutions proposed by the board of directors.

A shareholder that is a corporation must be represented at the meeting by its legal representative. The
legal representative may delegate the corporation’s right to vote by granting a power of attorney in a form
obtained from CANAL+. Under the French commercial code, shares held by entities controlled directly
or indirectly by CANAL+ do not have voting rights.

If you hold CANAL+ ordinary shares in registered form, you will receive notice of the meeting,
including the agenda for the meeting and a copy of the resolutions that will be submitted to the meeting.
A French prospectus that is different from this document has also been prepared in accordance with
French stock exchange regulations. Any shareholder may obtain a copy of the French prospectus and other
documents, including the report of the board of directors to the shareholders’ meeting, by contacting
CANAL+ at 33 (1) 44 25 1000, Direction des Relations avec les Actionnaires, or by requesting the
documents from CANAL+, Direction des Affaires Juridiques, 85/89 quai André Citroen, 75015 Paris,
France or from Société Générale, Service Assemblées, 32, rue du Champ de Tir, BP 81236, 44312 Nantes
Cedex 3, France. If you hold CANAL+ ordinary shares in bearer form, you may obtain all these
documents by contacting CANAL+ or Société Générale as described above.

CANAL++ ADS holders may vote by using the enclosed voting instruction card. CANAL+ ADS holders
that wish to vote the CANAL+ ordinary shares underlying their ADSs directly and attend the meeting must
surrender their ADRs and withdraw the ordinary shares, and pay the taxes, governmental charges and fees of
the depositary, all in accordance with the terms of the deposit agreement, in order to become registered owners
of the CANAL+ ordinary shares underlying their ADSs prior to November 24, 2000.

Quorum and Required Vote

Under the French commercial code, persons who hold at least one-third of a company’s outstanding
voting rights must be present at an extraordinary shareholders’ meeting in person, or must vote by mail or
by proxy, to fulfill the quorum requirements for the shareholders’ meeting. The meeting will be adjourned
if a quorum is not present. At an extraordinary meeting resumed after adjournment, at least one-fourth of
a company’s outstanding voting rights must be present in person or must vote by proxy. At a meeting
resumed after adjournment, only questions that were on the agenda of the adjourned meeting may be
discussed and voted upon.
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Under the French commercial code, persons who hold at least one-fourth of a company’s outstanding
voting rights must be present at an ordinary shareholders’ meeting in person or vote by mail or by proxy in
order to fulfill the quorum requirements for the shareholders’ meeting. The meeting will be adjourned if a
quorum is not present. At an ordinary meeting resumed after adjournment, no quorum requirements apply.

Each CANAL+ ordinary share and every five CANAL+ ADSs will entitle the holder to cast one
vote on each matter that properly comes before the CANAL+ meeting, subject to the exceptions
described under “Comparison of Shareholders’ Rights — Take-Over Bids and Compulsory Acquisition of
Shares; Anti-Takeover Provisions.” The affirmative vote of two-thirds of the votes cast by CANAL+
shareholders represented at the meeting is required to approve the resolutions necessary to complete the
merger transactions and to authorize the cancellation of CANAL+ ordinary shares that CANAL+ may
have acquired. The effectiveness of each extraordinary resolution is conditioned upon the approval of each
other extraordinary resolution. The affirmative vote of a simple majority of the votes cast by CANAL+
shareholders represented at the meeting is required to approve the resolution relating to a share repurchase
program to replace CANAL+’s currently authorized program.

Voting by Holders of CANAL+ ADSs; Record Date

Holders of CANAL+ ADSs as of November 1, 2000, the record date for CANAL+ ADSs, are
entitled to notice of the meeting, and may vote the CANAL+ ordinary shares underlying CANAL+
ADSs at the meeting in one of two ways:

* by properly completing, signing and dating the enclosed voting instruction card and returning it in
the enclosed postage-paid envelope to the depositary by November 28, 2000; a holder of CANAL+
ADSs may cause the depositary to vote the ordinary shares underlying the ADSs in the manner
prescribed in the voting instruction card (as more fully described below); or

¢ a holder of CANAL+ ADSs may elect to surrender their ADRs and withdraw the ordinary shares
in accordance with the terms of the deposit agreement and may attend the meeting and vote the
ordinary shares in person.

The significant differences between these two alternatives are as follows:

 a holder of CANAL+ ADSs will not be entitled to attend the meeting in person but must instead
instruct the depositary to vote the ordinary shares underlying the ADSs;

 a holder of CANAL+ ADSs will not have the opportunity to consider or vote on any matters that
may be presented at the meeting other than those described in this joint proxy statement-prospectus
or any further solicitation made by CANAL+; and

e a holder of CANAL+ ADSs is not entitled to present proposals at the meeting for consideration at
the meeting.

A holder of ordinary shares must actually be the registered holder of the ordinary shares on
November 30, 2000 (and hold those ordinary shares through the date of the meeting) to be eligible to
vote.

Voting Through the Depositary

Upon receipt by the depositary of a properly completed voting instruction card on or before
November 28, 2000, the depositary will, insofar as practicable, vote or cause to be voted the number of
CANAL+ ordinary shares underlying the CANAL+ ADSs in accordance with the instructions provided in
the voting instruction card. If you do not send in a voting instruction card, the depositary will vote or
cause to be voted the shares underlying the CANAL+ ADSs in favor of the resolutions agreed to by
CANAL+’s board of directors.

The depositary will not vote, cause to be voted or attempt to exercise the right to vote that is attached
to CANAL+ ADSs if the voting instruction card with respect to the ADSs is incorrectly completed or
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illegible. The depositary will take no action to impair its ability to vote or cause to be voted the number of
ordinary shares necessary to carry out the instructions of all holders of CANAL+ ADSs.

Voting Ordinary Shares

Under French law and CANAL+’s statuts, only (1) shareholders holding registered ordinary shares at
least five calendar days prior to the date of a shareholders’ meeting and (2) shareholders holding bearer
ordinary shares that have delivered to Société Générale, Service Assemblées, 32, rue du Champ de Tir,
BP 81236, 44312 Nantes Cedex 3, France, at least five days before the CANAL+ meeting, proof of
identity and an ownership certificate issued by an accredited French financial intermediary stating that
their shares have not been transferred before the date of the meeting may vote the ordinary shares and
attend the meeting. Therefore, in order for a holder of CANAL+ ADSs to attend the meeting and vote
the ordinary shares, the holder must first become a registered owner of ordinary shares underlying the
CANAL+ ADSs. To accomplish this, CANAL+ ADS holders must deliver, on or before November 28,
2000, their ADRs to the depositary for cancellation and pay the fee provided for in the deposit agreement.
The depositary will then request that the Paris office of Crédit Lyonnais, as custodian of the CANAL+
ordinary shares underlying the CANAL+ ADSs, register the holder in the CANAL+ share register. The
depositary will also ask the custodian to make arrangements to allow the holder to vote at the meeting.
The custodian will not permit any transfer of the ordinary shares during the “blocked period” of
December 4, 2000 to December 6, 2000.

Receipt Date

The depositary must receive the voting instruction card on or before November 28, 2000 in order to
vote the CANAL++ ordinary shares underlying the CANAL+ ADSs in accordance with the instructions
set forth on the voting instruction card.

Revocability of Voting Instructions

All CANAL+ ADS holders entitled to vote and represented by properly executed voting instruction
cards received prior to November 28, 2000, and not revoked, will be voted at the meeting in accordance
with the instructions indicated on those voting instruction cards. Any voting instructions given pursuant to
this solicitation may be revoked by the person giving it at any time before it is voted. A voting instruction
may be revoked by filing with the depositary a written notice of revocation or a duly executed voting
instruction card, in either case dated later than the prior voting instruction card relating to the same
CANAL+ ADSs and received by the depositary prior to November 28, 2000. Holders of CANAL++
ordinary shares can revoke their proxies by notifying CANAL+ at CANAL+, Services Juridiques, 85/89
quai André Citroen, 75015 Paris, France no later than December 4, 2000.

Principal Shareholders

On September 30, 2000, approximately 126,359,868 CANAL+ ordinary shares were outstanding and
entitled to cast a total of 125,819,314 votes at the meeting.

To the best of CANAL+’s knowledge, it has no shareholders whose beneficial ownership represents
5% or more of its share capital or voting rights, other than Vivendi and Vivendi’s wholly-owned subsidiary
Vivendi Universal, which together own approximately 49% of CANAL++. Vivendi has agreed in the merger
agreement to vote its CANAL+ shares in favor of the Vivendi/ CANAL+ transactions. The total number
of shares owned by CANAL+’s officers and directors and executive officers who are natural persons as a
group (12 persons) represented less than 1% of CANAL+’s outstanding shares and less than 1% of its
voting shares as of September 30, 2000. Pursuant to CANAL++’s statuts, each of its directors must own at
least one of its shares.
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CHAPTER THREE — THE MERGER TRANSACTIONS
STRUCTURE AND BACKGROUND

What Shareholders Will Receive in the Merger Transactions

Treatment of Seagram common shares

In the arrangement, each Seagram common share will be exchanged for a number of Vivendi
Universal ADSs, or, in the case of Seagram common shares held by electing Canadian residents,
exchangeable shares and Vivendi Universal voting rights, determined pursuant to the exchange ratio set
forth in the plan of arrangement. The plan of arrangement defines “exchange ratio” as the number
(rounded to the nearest 1/10,000) determined by dividing U.S.$77.35 by the average (rounded to the
nearest one hundredth of a cent) of the daily closing prices for Vivendi ordinary shares on the Paris
Bourse (as published by the SBF-Bourse de Paris and as converted into U.S. dollars at the noon buying
rate) during the 20 consecutive trading days ending on the third complete trading day prior to the
completion of the arrangement. However, the exchange ratio will in no event be less than 0.6221 or greater
than 0.8000. The exchange ratio will be adjusted to reflect fully the effect of any stock split, stock
dividend, consolidation, reorganization or similar event with respect to Vivendi shares or Seagram common
shares effected before the completion of the arrangement, other than the Vivendi/CANAL+ transactions.
In addition, the number of exchangeable shares and Vivendi Universal voting rights is subject to
adjustment in limited circumstances, as described under “— Merger Transaction Steps — Limitation on
Number of Exchangeable Shares and Vivendi Universal Voting Rights.”

Treatment of Vivendi ordinary shares

In the merger of Vivendi into Vivendi Universal, each Vivendi ordinary share will be exchanged for
one Vivendi Universal ordinary share.

Treatment of Vivendi ADSs

Vivendi will enter into an amendment of its deposit agreement with the depositary to provide that
upon the completion of the merger transactions, the depositary will call for the surrender of outstanding
Vivendi ADRs to exchange them for new Vivendi Universal ADRs that will be issued pursuant to the
amended deposit agreement.

Unlike each Vivendi ADS, which represents one-fifth of a Vivendi ordinary share, each Vivendi
Universal ADS issued in the merger transactions will represent one Vivendi Universal ordinary share.
Because holders of Vivendi ordinary shares will be entitled to receive in the merger transactions one
Vivendi Universal ordinary share for each Vivendi ordinary share they hold, holders of Vivendi ADSs will
receive one Vivendi Universal ADS for every five Vivendi ADSs they hold.

Treatment of CANAL+ ordinary shares

In the merger transactions, holders of CANAL+ ordinary shares will receive two Vivendi Universal
ordinary shares for each CANAL+ ordinary share they hold. Each CANAL+ ordinary share will remain
outstanding as a CANAL+ ordinary share.

Treatment of CANAL+ ADSs

Unlike each CANAL+ ADS, which currently represents one-fifth of a CANAL+ ordinary share,
each Vivendi Universal ADS issued in the merger transactions will represent one Vivendi Universal
ordinary share. In the merger transactions, holders of CANAL+ ordinary shares will retain those shares
and will receive two Vivendi Universal ordinary shares for each CANAL+ ordinary share they hold.
Holders of CANAL+ ADSs will receive two Vivendi Universal ADSs for every five CANAL+ ADSs
they hold. In addition, they will retain their CANAL+ ADSs.
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Fractional Vivendi Universal ADSs Resulting from ADR Exchanges

In the event the exchanges of ADRs in respect of Vivendi ADSs or CANAL+ ADSs described above
would otherwise result in the issuance of fractional Vivendi Universal ADSs, the depositary will sell the
amount of Vivendi Universal shares represented by the aggregate of those fractions and distribute the net
proceeds to holders of Vivendi ADSs and CANAL+ ADSs (net of expenses and withholding taxes) in
proportion to the fractional Vivendi Universal ADSs otherwise issuable to those holders.

Fractional Vivendi Universal ADSs or Exchangeable Shares Resulting from the Arrangement

In the event the exchanges of Seagram common shares for Vivendi Universal ADSs or exchangeable
shares described above would otherwise result in the issuance of fractional Vivendi Universal ADSs or
exchangeable shares, the exchange agent will sell the amount of Vivendi Universal ADSs and
exchangeable shares represented by the aggregate of those fractions and distribute the proceeds to holders
(net of expenses and withholding taxes) in proportion to the fractional Vivendi Universal ADSs and
fractional exchangeable shares, respectively, otherwise issuable to those holders.

Merger Transaction Steps

The following descriptions of the merger transactions are qualified in their entirety by reference to
the complete text of the transaction agreements that are attached as annexes or exhibits to this joint
proxy-statement prospectus. We urge you to read the full text of these agreements.

The Vivendi/CANAL~ Transactions

Existing Corporate Structure

As of the date of this joint proxy statement-prospectus, Vivendi is the holder of all of the Vivendi
Universal shares. Vivendi also directly holds approximately 15% of the outstanding CANAL+ shares, and
Vivendi Universal directly holds approximately 34% of the outstanding CANAL+ shares. The remainder
of the outstanding CANAL+ shares are held publicly.

Merger of Vivendi and Vivendi Universal

Vivendi will contribute its CANAL+ shares to Vivendi Universal, and, as a result, Vivendi Universal
will directly hold approximately 49% of the outstanding CANAL+ shares. Vivendi will then merge into
Vivendi Universal, with Vivendi Universal continuing as the surviving entity.

Separation of CANAL+’s Businesses

After the merger of Vivendi into Vivendi Universal, CANAL+’s businesses will be separated into two
parts, the French premium pay television channel business and the transferred businesses. See “The
Vivendi Parties and CANAL+ — CANAL++"” for a description of these businesses. The separation will be
accomplished under the contribution agreements, which provide that CANAL+ will contribute the
distribution and marketing business associated with its French pay television channel to CANAL+
Distribution and will contribute the business of selling advertising on pay television channels to CANAL+
Régie. CANAL+ will then contribute all the shares of CANAL+ Distribution and CANAL+ Régie and
the other transferred businesses to Canal Holdco, and Canal Holdco will contribute all those shares and
the other transferred businesses, other than the Internet business, which it will retain, to its wholly-owned
subsidiary Groupe CANAL+. CANAL++ will retain the French premium pay television channel business.

Merger of Vivendi Universal and Canal Holdco

After the merger of Vivendi into Vivendi Universal and as part of the separation of CANAL+’s
businesses, CANAL++ will distribute all the Canal Holdco shares to its shareholders on a pro rata basis,
subject to shareholder approval of the merger of Canal Holdco into Vivendi Universal. As a result, Vivendi
Universal will receive approximately 49% of the outstanding Canal Holdco shares, the remainder being
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distributed to the public shareholders of CANAL+. Immediately after the distribution of Canal Holdco
shares, Vivendi Universal will merge with Canal Holdco, with Vivendi Universal continuing as the
surviving entity. As a result of this merger, Vivendi Universal will hold 100% of the Groupe CANAL+
shares, and the Canal Holdco shares distributed to the public shareholders of CANAL++ will be exchanged
for Vivendi Universal shares according to an exchange ratio of two Vivendi Universal ordinary shares for
each CANAL+ ordinary share they own. The CANAL+ shareholders will also retain their existing shares
in CANAL+.

Contribution of CANAL+ Shares to Groupe CANAL+

Immediately after the merger between Vivendi Universal and Canal Holdco, the contribution by
Vivendi Universal to Groupe CANAL+ of all of its 49% interest in CANAL+ will become effective.

Effect of Vivendi/CANAL+ Transactions

After the completion of all the Vivendi/CANAL+ transactions, Vivendi Universal will hold 100% of
CANAL+’s transferred businesses through its 100% interest in Groupe CANAL+, which, in turn, will
hold 49% of the French premium pay television channel business through its 49% interest in CANAL+.
Although the Vivendi/CANAL+ transactions are described in the sequence in which they will occur as a
legal matter, they are in fact expected to occur effectively simultaneously, and it will be a condition to
each aspect of the Vivendi/CANAL+ transactions that the steps necessary to implement all of those
transactions have taken place and that the arrangement be completed simultaneously.

The Arrangement

Upon the issuance of a certificate of arrangement pursuant to the CBCA as described under
“— Court Approval of the Arrangement and Completion of the Merger Transactions:

e each Seagram common share, other than:
— elected shares, as described below;

— Seagram common shares held by shareholders that dissent in respect of the arrangement
resolution in compliance with the requirements described under “The Shareholder Meet-
ings — The Seagram Meeting — Dissenting Shareholder Rights” and that are ultimately
entitled to be paid the fair value of their Seagram common shares in cash; and

— Seagram common shares, if any, held by Vivendi Universal or any of its affiliates,

will be automatically transferred by its holder, without any act or formality by the holder, to
Vivendi Universal Holdings, a wholly-owned Canadian subsidiary of Vivendi Universal, in exchange
for a number of Vivendi Universal ADSs determined pursuant to the exchange ratio; and

« each elected share will be automatically transferred by its holder, without any act or formality by
the holder, to Vivendi Universal Exchangeco in exchange for:

— a number of exchangeable shares determined pursuant to the exchange ratio, subject to the
limitations set forth under “— Limitation on Number of Exchangeable Shares and Vivendi
Universal Voting Rights”; and

— a number of Vivendi Universal voting rights (which will be held by a custodian for and on
behalf of such holder as described under “Securities — Description of Vivendi Universal
Voting Rights — Custody Agreement”) equal to that number of exchangeable shares.

“Elected shares” are Seagram common shares with respect to which their holders have elected to
receive exchangeable shares, in lieu of Vivendi Universal ADSs, in exchange for those Seagram common
shares in accordance with the procedures set forth under “The Shareholder Meetings — The Seagram
Meeting — Procedures for Exchange of Share Certificates by Seagram Shareholders.”
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The right to elect to receive exchangeable shares will be available only to registered holders of
Seagram common shares that are, or that hold Seagram common shares on behalf of, residents of
Canada for purposes of the Income Tax Act (Canada) (Canadian Tax Act) or partnerships any member
of which is a resident of Canada for purposes of the Canadian Tax Act. To exercise this right, a holder
must submit the letter of transmittal and election form sent with this joint proxy statement-prospectus,
properly completed and duly executed, together with the holder’s Seagram common share certificates and
all other required documents, to the exchange agent at the appropriate address listed in the letter of
transmittal and election form before 5:00 p.m., Eastern time, on November 30, 2000, the date that is
three business days before the date of the Seagram meeting. A holder may exercise this right with respect
to all or any portion of the holder’s Seagram common shares.

Any Canadian resident Seagram shareholder whose shares are registered in the name of a broker,
investment dealer, bank, trust company or other intermediary and that wishes to receive exchangeable
shares should contact that intermediary for instructions and assistance in making its election and in
delivering share certificates representing those Seagram common shares.

Limitation on Number of Exchangeable Shares and Vivendi Universal Voting Rights

The plan of arrangement provides that no more than 97 million exchangeable shares and Vivendi
Universal voting rights may be issued in exchange for elected shares. In the event that Canadian resident
Seagram shareholders elect to receive in the aggregate more than 97 million exchangeable shares and
Vivendi Universal voting rights:

e 97 million exchangeable shares will be issued pro rata to the shareholders electing to receive them
in exchange for all the Seagram common shares with respect to which those elections were made.
Each recipient of exchangeable shares will receive one Vivendi Universal voting right for each
exchangeable share received, which will result in each holder of exchangeable shares having fewer
votes with respect to Vivendi Universal than if that holder had elected to receive Vivendi Universal
ADSs in the arrangement; and

 the number of Vivendi Universal ADSs receivable upon the exchange of each exchangeable share
will be increased to be equal to a fraction the numerator of which is the number of exchangeable
shares that would have been received by all holders if there were no maximum number of
exchangeable shares and the denominator of which is 97 million. The terms of the exchangeable
shares will provide that this increase will be taken into account in order to maintain the economic
equivalence of the dividends and distributions on the exchangeable shares and the dividends and
distributions on the Vivendi Universal ADSs for which they are exchangeable. In the case of cash
dividends payable on Vivendi Universal ADSs, a corresponding cash dividend will be payable on the
exchangeable shares in an amount per exchangeable share equal to the dividend on the Vivendi
Universal ADSs multiplied by a factor that will initially be the fraction described above, subject to
upward adjustment in limited circumstances.

Vivendi and Seagram do not anticipate that Seagram shareholders will elect to receive more than 97
million exchangeable shares and Vivendi Universal voting rights.

Background of the Merger Transactions

Edgar Bronfman, Jr., Seagram’s president and chief executive officer, routinely meets with executives
of other entertainment and media companies to discuss developments in the industry. In that connection,
in October 1999, Jean-Marie Messier, Vivendi’s chairman and chief executive officer, and Mr. Bronfman
had a breakfast meeting in Paris at which they discussed a variety of topics related to their businesses,
including the Internet. At that meeting they did not discuss the possibility of combining their businesses.

At a regularly scheduled meeting on February 9, 2000, Seagram’s board of directors invited Seagram’s
senior management to discuss the impact of industry developments on Seagram’s growth strategies with
the assistance of Goldman Sachs, which has provided financial advisory services to Seagram from time to
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time in the past. Among these developments is the fact that, during the past few years, the entertainment
and media industry has undergone a major consolidation in which companies with varied product offerings
and distribution capabilities are increasingly joining forces in transactions designed to capitalize on cross-
promotion opportunities among brands and to build the scale and resources necessary to invest in new
media technologies.

In mid-February 2000, Messrs. Messier and Pierre Lescure, CANAL+’s chairman and chief
executive officer, asked Mr. Bronfman to meet with them in New York to initiate steps to explore the
possibility of combining their businesses. On February 25 and 26, senior executives of Vivendi, Seagram
and CANAL+, including Messrs. Messier, Bronfman and Lescure, Guillaume Hannezo, Vivendi’s chief
financial officer, and Brian C. Mulligan, Seagram’s executive vice president and chief financial officer,
made presentations regarding their respective businesses.

During this period, Mr. Bronfman also held preliminary discussions with a number of other potential
strategic partners that had contacted Mr. Bronfman about possible strategic combinations. None of those
discussions progressed beyond the preliminary stages and none of them involved substantive valuation
discussions.

In conjunction with the initial discussions among the parties, Vivendi and Seagram began consulting
their financial and legal advisors about various issues. The companies instructed their advisors jointly to
attempt to develop structures for a stock-for-stock business combination that would provide tax-free
treatment and voting rights for Seagram shareholders. During March, the companies and their advisors
discussed various structures for a potential business combination, including structures that involved only
Vivendi and Seagram as well as structures that also involved CANAL+. On March 22, 2000, Mr. Messier
made a presentation regarding the businesses of Vivendi and CANAL+ to members of the Bronfman
family at Seagram’s offices in New York. Executives of all three companies were in attendance. These
meetings were highly preliminary, as structural issues remained unresolved and valuation issues had not yet
been addressed.

At a regularly scheduled meeting of Seagram’s board of directors on March 28, 2000, which was
continued on March 29, 2000, Seagram’s senior management conducted a comprehensive overview of
Seagram’s strategic objectives, including a review of its progress to date, an assessment of recent industry
developments and an outline of available alternatives to achieve growth. The board also considered
potential impediments to growth in the absence of a strategic transaction, including Seagram’s scale
relative to its primary competitors and the substantial resources required to develop new media distribution
technologies. As part of this review, Mr. Bronfman briefed the board on the status of his discussions with
various potential strategic partners, including Vivendi and CANAL+. No specific proposals were presented
to or acted upon by the board at this meeting, but it was the consensus of Seagram’s board that
Mr. Bronfman should continue to be receptive to exploring possible strategic combinations.

During April 2000, the parties and their respective advisors began discussions regarding the structure
and mechanics of potential exchange ratios that could be used in a possible business combination, but did
not specifically address valuation. Also during April 2000, Seagram executives made presentations to
Vivendi’s executives and advisors regarding the operations of Seagram’s various divisions.

On April 24, 2000, Messrs. Messier, Bronfman, Hannezo and Mulligan, together with their respective
financial advisors, met to discuss the potential business combination, its strategic rationale and possible
exchange ratios. Possible exchange ratios of two Vivendi Universal shares for each CANAL+ share and
two-thirds of a Vivendi Universal share for each Seagram share were discussed. At this time,

Messrs. Bronfman and Mulligan and Seagram’s financial advisors also sought price protection in the form
of a collar, but no specific proposals for a collar were discussed. The parties did not reach an agreement
with respect to a business combination that could be proposed to their respective boards of directors and
decided to suspend their discussions.

Following several conference calls between the parties’ financial advisors, Vivendi’s and Seagram’s
chief financial officers spoke on May 5, 2000, during which call the parties decided to renew discussions to
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revisit whether an agreement on a business combination could be reached. On May 16, 2000, the parties
and their financial advisors met in New York to discuss the possible benefits of a business combination.

At a meeting in New York on June 2, 2000, that included Vivendi’s and Seagram’s chief financial
officers and the parties’ legal and financial advisors, the parties agreed to the general framework of a final
structure for a possible business combination, subject to confirmatory review of legal and regulatory
matters. Vivendi and Seagram determined at this point that any transaction would also involve CANAL+,
although the terms of the Vivendi/CANAL+ transactions were not addressed. In addition, a timetable for
completing mutual due diligence was agreed. At this meeting, however, the parties did not reach
agreement on a number of key decisions concerning the business combination:

 the exchange ratio;

« the extent to which the parties could consider alternative transactions, including the ability of the
parties to respond to alternative proposals; the obligation of a party to hold its shareholders meeting
and give its shareholders the opportunity to vote on the proposed business combination even if its
board of directors subsequently were to withdraw its recommendation and support another
transaction; the termination events and termination fees; and the terms of any stock option and
voting agreements; and

» governance arrangements of the combined company, including the number of Seagram directors
who would be designated to serve on Vivendi Universal’s board of directors.

On June 4, 2000, Vivendi and Seagram entered into a confidentiality agreement, and from June 6,
2000 through June 19, 2000, Vivendi, Seagram, CANAL+ and their respective advisors intensified their
due diligence activities and negotiated the terms of the merger agreement and related documents and the
terms of the Vivendi/CANAL+ transactions. As part of the negotiations, on June 8, 2000, the parties
discussed valuations that would result in exchange ratios of (1) two Vivendi Universal shares for each
CANAL+ share and (2) based on the Vivendi share price at that time, 0.7 Vivendi Universal share for
each Seagram share, subject to a collar above and below the Vivendi share price. Vivendi proposed a
collar of 10% above and below the Vivendi share price at that time, which was rejected by Seagram in
favor of a collar of 12.5%, which Vivendi eventually accepted on June 18, 2000. The parties continued to
negotiate the mechanics of the exchange ratio and related collar, including the currency in which the price
of Vivendi shares would be determined and the duration of the measurement period for calculating the
exchange ratio, until the weekend of June 17 and 18, 2000, when those terms were definitively agreed to.

On June 13, 2000, various reports began appearing on the news wires and other news sources that the
parties were in the final stages of negotiating a business combination. On June 14, 2000, Vivendi and
Seagram each issued press announcements confirming that the parties were in negotiations but stating that
no agreement had been finalized. The Vivendi announcement further indicated that movements in share
prices following those press announcements would not be reflected in any agreement that might be
finalized.

On June 17, 2000, Seagram’s board of directors met at Seagram’s offices to receive an update from
Seagram’s senior management regarding the status of discussions with Vivendi and CANAL+ and an
overview of the proposed merger transactions and the strategic reasons for the proposed transactions from
Mr. Bronfman. At this meeting, Seagram’s financial advisors reviewed with the board the principal
financial terms of the proposed merger transactions as had been agreed upon as a basis for a transaction,
including the exchange ratio, and provided an assessment of the possible impact of an announcement of
the proposed transactions on the market price of Vivendi’s shares. Seagram’s outside legal advisors
reviewed the fiduciary obligations of the Seagram board and provisions of the merger transactions as had
been negotiated to that point. Seagram’s senior management and advisors also responded to questions from
directors.

On June 18, 2000, Seagram’s board of directors convened another special meeting at which
Mr. Bronfman and other members of Seagram’s senior management reviewed the proposed merger
transactions in detail. Seagram’s legal advisors provided an overview of the principal terms of the draft
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merger agreement, option agreement and other transaction documents as well as the principal legal,
regulatory and tax issues relating to the proposed merger transactions. At this meeting, Seagram’s senior
management also reported to the board the results of the financial, accounting and legal due diligence
conducted by Seagram’s management and advisors, and discussed the potential benefits and risks of the
proposed merger transactions in light of, among other factors, its review of the business and financial
condition of Vivendi and CANAL+. Seagram’s financial advisor, Goldman Sachs, presented a summary of
its financial analysis of the proposed merger transactions. The board also reviewed with Seagram’s legal
advisors the proposed terms of the voting, governance and other arrangements to be entered into by the
Bronfman family and considered the matters described under “— Interests of Directors and Executive
Officers in the Merger Transactions.” Seagram’s senior management and advisors also responded to
questions from directors. After discussion, Seagram’s board reached a consensus that senior management
should continue to negotiate the terms of definitive transaction documentation. The board then agreed to
consider the matter further at a meeting the following day.

Following the June 18, 2000 Seagram board meeting, the parties reached agreement on the principal
terms of the definitive transaction documents.

At a special meeting of Seagram’s board of directors on June 19, 2000, the presentations of the prior
board meetings were reviewed, and each of Seagram’s financial advisors, Goldman Sachs and Morgan
Stanley, delivered its oral opinion, which was subsequently confirmed in writing, to the effect that, as of
such date, the exchange ratio pursuant to the merger agreement and the plan of arrangement was fair,
from a financial point of view, to Seagram shareholders. Upon completing its deliberations, the board
unanimously determined that the arrangement was fair to Seagram shareholders and was in the best
interests of Seagram, and determined to recommend that Seagram shareholders vote in favor of the
arrangement.

On June 18, 2000, Vivendi’s board of directors met in Paris to consider the proposed transactions with
the assistance of Vivendi’s financial advisor. At this meeting, members of Vivendi’s management reviewed
the proposed merger transactions with Vivendi’s board, including the strategic reasons for the proposed
merger transactions, the principal terms of the proposed merger transactions and a financial review of the
proposed merger transactions. Vivendi’s financial advisor presented Vivendi’s board of directors a summary
of its analysis on the strategic rationale for and financial analyses related to the proposed merger
transactions. Upon completing its deliberations, Vivendi’s board of directors unanimously authorized
Vivendi’s chairman to take all necessary actions to effect the proposed merger transactions and to execute
and deliver the merger agreement and related agreements.

On June 19, 2000, CANAL++’s board of directors met to consider the proposed merger transactions
with the assistance of CANAL+’s financial advisor. At this meeting, members of CANAL+’s
management reviewed the proposed merger transactions with the board, including the strategic reasons for
the proposed merger transactions, the principal terms of the proposed merger transactions and a financial
review of the proposed merger transactions. CANAL+’s financial advisor presented the board a summary
of its analysis of the strategic rationale for and financial analyses related to the proposed merger
transactions and delivered its oral opinion, which was subsequently confirmed in writing, that the
CANAL++ Exchange Ratio, as described in “— Opinions — Opinion of CANAL+’s Financial Advisor,”
was fair, from a financial point of view, to CANAL+ shareholders, other than Vivendi and its affiliates.
Upon completing its deliberations, CANAL+’s board unanimously approved the merger transactions and
authorized CANAL+’s chairman to take all necessary actions to effect the merger transactions and to
execute and deliver the merger agreement and related agreements.

On June 19, 2000, representatives of Vivendi, representatives of Seagram and representatives of
CANAL++ executed the transaction agreements. In addition, representatives of Vivendi and certain
Seagram shareholders who are members or affiliates of the Bronfman family entered into the voting
agreement and the governance agreement. On the morning of June 20, 2000, Vivendi, Seagram and
CANAL+ issued a joint press release announcing the proposed business combination.
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Reasons for the Merger Transactions

Vivendi’s Reasons for the Merger Transactions

In reaching its decision to approve the merger transactions, Vivendi’s board of directors consulted with
Vivendi’s financial advisors and with Vivendi’s management. Vivendi’s board of directors considered a
variety of factors, including the following material factors (the order of which does not reflect their relative
significance):

e Expanding Content. Following the merger transactions, Vivendi Universal will be among the only
companies in the world capable of combining global and local content with advanced digital
distribution technology. Its content assets will include:

— the largest recorded music company in the world;

— one of the largest film studios in the world;

— the leading pay television programming operation in Europe;

— a leading creator of personal computer games in the United States; and

— a publishing operation that is a worldwide leader in medical and educational markets.

o Integrating Content and Access. Vivendi’s board of directors believes that by combining an array
of popular content assets with the combined customer and subscriber base of Vivendi, CANAL+
and Seagram, Vivendi Universal will be well positioned to benefit from, and accelerate, worldwide
growth in wired and wireless Internet services by providing content, e-services and e-commerce to
customers through a variety of access devices. As a result of the merger transactions, Vivendi’s
board of directors believes that:

— growth of the customer base of Vizzavi, a multi-access Internet portal Vivendi is developing
through a joint venture with Vodafone Airtouch, will increase due to the addition of
Universal’s music, film and television assets, which will substantially enhance Vizzavi’s global,
local and personalized content and services in a wide variety of entertainment and
informational formats. In cooperation with Seagram’s Universal Music Group, for example, it
is anticipated that Vizzavi will be able to offer subscribers personalized, interactive music
services and innovative pricing models designed to increase consumer satisfaction, facilitate
sales and lower costs;

— Vivendi Universal’s access operations will benefit from enhanced opportunities for cross-
promotion, bundled service offerings and advertising;

— Vivendi Universal’s content operations will benefit from access to Vivendi’s and Vizzavi’s
subscriber base; and

— Vivendi Universal will be in a position to capitalize upon its distribution capabilities in Europe
and its expertise in creating wireless content and services as the growth of wireless services
accelerates in North America and around the world.

e Sale of Valuable Non-Core Assets. Seagram is a world leader in the spirits and wine industry,
owning well-known brands such as Chivas Regal Scotch Whisky, Crown Royal Canadian Whisky,
Captain Morgan rums and Martell Cognacs. Vivendi’s board of directors believes that the expected
sale of Seagram’s spirits and wine operations will allow Vivendi Universal to reduce its outstanding
indebtedness substantially.

o Exchange Ratio. Under the terms of the merger agreement, Vivendi will acquire what it believes
to be a superior collection of media and entertainment assets for a premium that is within the range
of premiums paid in recent comparable U.S. transactions. The Vivendi board of directors also
considered the opinion of Lazard Fréres S.A.S. that as of June 18, 2000 the exchange ratio and the
CANAL+ exchange ratio were fair to Vivendi from a financial point of view.
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During the Vivendi board of directors’ consideration of the proposed merger transactions, Vivendi and
its financial advisors presented the Vivendi board of directors with financial projections for Vivendi
Universal that had been prepared by Vivendi’s financial advisors based in part upon projections for
Seagram prepared by third party financial analysts. These projections included projected revenue for
Vivendi Universal of €50.5 billion for 2000 and €55.1 billion for 2001 and projected adjusted EBITDA of
€6.7 billion for 2000 and €8.6 billion for 2001 excluding, in each case, Seagram’s Spirits and Wine
business. Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses
of replacement and repair of installation and equipment owned by local authorities. Seagram did not
participate in the preparation or review of those projections. As part of Vivendi Universal’s overall strategy
after completion of the proposed merger transactions, Seagram has commenced a process intended to lead
to the sale of the Spirits and Wine business. In connection with the anticipated sale of the Spirits and
Wine segment, Seagram and JES intend to tender for outstanding debt securities with an aggregate
principal amount of approximately U.S.$7.175 billion.

In addition, although Vivendi’s board of directors did not consider this information in its consideration
of the proposed merger transactions, Seagram provided to Vivendi’s management financial projections for
Seagram that had been prepared by Seagram’s management. These projections included projected revenue
for Seagram of U.S.$15,817 million for 2000 and projected EBITDA of U.S.$1,788 million for 2000.

These projections are included in this joint proxy statement-prospectus only because this information
was considered by the board of directors of Vivendi in connection with its consideration of the merger
agreement. The projections were not prepared with a view to public disclosure or compliance with the
published guidelines or policies of the SEC, Canadian securities regulatory authorities or the guidelines
established by the American Institute of Certified Public Accountants, the Canadian Institute of Chartered
Accountants or any relevant French or European body regarding projections or forecasts. The projections
are not presented in accordance with U.S., Canadian or French GAAP, and the parties’ independent
auditors have not examined or compiled the projections and accordingly assume no responsibility for them.
Financial projections are, in general, subjective in many respects and thus susceptible to interpretations and
periodic revision based on actual experience and business developments. These projections also reflect
numerous assumptions with respect to industry performance, general business, economic, market and
financial conditions and other matters, all of which are difficult to predict, and many of which are beyond
the parties’ control. Accordingly, the assumptions may not prove accurate. It is expected that there will be
differences between actual and projected results, and actual results may be materially better or worse than
those contained in the projections. The inclusion of projections in this joint proxy statement-prospectus
does not indicate that any of Vivendi, Seagram or CANAL+ or their respective affiliates or representatives
considered or consider the projections to be a reliable prediction of future events, and the projections
should not be relied upon as such. None of Vivendi, Seagram or CANAL+ or any of their respective
affiliates or representatives has made or make any representation to any person regarding the ultimate
performance of Vivendi Universal compared to the information contained in the projections and, except as
expressly set forth under “— Projections and Objectives” below, none of them intends to update or
otherwise revise the projections to reflect circumstances existing after the date when made or to reflect the
occurrence of future events even in the event that any or all of the assumptions underlying the projections
are shown to be in error. For more information that could affect projections made by the parties, see
“Introduction — Risk Factors.”

This discussion of the information and factors considered by Vivendi’s board of directors is not
intended to be exhaustive, but includes the material factors considered. In considering the factors noted
above, individual board members may have given different weight to various factors.

Seagram’s Reasons for the Merger Transactions

Seagram’s board of directors believes that the combination of Seagram, Vivendi and CANAL+ will
represent the culmination of Seagram’s previously announced strategy to transform itself into a global
entertainment and media leader. Seagram has already made major strides in implementing this strategy,
beginning with the acquisition of Universal Studios in 1995; its investment in USA Networks in 1998; and
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its acquisition of PolyGram in 1998, which, in combination with Seagram’s music business, created the
largest recorded music company in the world. Seagram has further enhanced its ability to invest in
expansion of its entertainment businesses by disposing of non-strategic assets, including the Tropicana juice
business, which Seagram sold in 1998. While Seagram’s transformation has begun to deliver the enhanced
growth potential envisioned, Seagram’s board of directors believes that in order to realize fully Seagram’s
growth strategy in the digital and Internet age, Seagram must be able effectively to deliver its content
across the growing and converging range of media formats, both wired and wireless.

By combining with Vivendi and CANAL+ to form Vivendi Universal, Seagram will gain access to
Vivendi’s broad base of telecommunications assets, including high-speed wireless transmission, fixed and
wireless communications networks, Internet access providers and cable and satellite transmission networks.
The combination will enable Seagram to distribute its music, film and television offerings through
increasingly popular and varied new media channels on a more accelerated and cost-effective basis than
Seagram could achieve on its own. For example, Vizzavi, Vivendi’s joint venture with Vodafone, will
become the default Internet portal for an extensive footprint of European subscribers and will serve as an
important platform through which Vivendi Universal will develop the capability for customers to access its
varied content offerings through multiple wired and wireless devices. In addition, the combination will
provide Seagram access to the international customer base of Vivendi and CANAL+, thereby expanding
the international markets for Seagram’s traditional entertainment offerings and increasing Seagram’s global
reach.

Strategic Considerations. Seagram’s board of directors concluded that the merger transactions will
provide a number of strategic opportunities and benefits, including the following:

o Greater Access to Internet and New Media Distribution Channels. As the Internet and other new
media technologies continue to evolve and gain popularity, Seagram’s board of directors believes
that the ability to use those technologies to provide innovative content to customers will become
increasingly important to compete effectively. Seagram’s board of directors also believes that
Vivendi’s focus on wireless technology and multiple access devices will provide the combined
company with a competitive advantage in the future by enhancing its ability to meet the next
generation of technological developments as well as rapidly changing consumer preferences. Vivendi
Universal’s emphasis on multiple wired and wireless technologies, including mobile telephones,
interactive and digital television and satellite technology, will enhance the combined company’s
ability to reach customers at any time and place and enable it to select optimal delivery channels
on a product-by-product basis. In addition, Seagram’s board of directors believes that Vivendi
Universal’s strategy of utilizing multiple access devices and distribution channels will provide an
advantage relative to competitors providing Internet access solely via personal computers.

o Content Enhancement Through Use of Technology. Seagram’s board of directors believes that the
distribution technologies to be developed by Vivendi Universal will not only reach more customers,
they will also allow the combined company to provide product enhancements that will permit
further penetration of its existing customer base. For example, on-line distribution of music will
allow the customer greater ability to choose among particular music offerings and will enhance
Vivendi Universal’s ability to target its marketing efforts to particular segments of the customer
base. Interactive technology efforts also provide the potential greatly to enhance its film, television
and game offerings.

o Enhanced Scale and Global Reach. During the past several years, the entertainment and media
industry has undergone a significant consolidation. Seagram’s board of directors believes this trend
will continue in the future and that scale and the ability to operate internationally will become
increasingly essential to compete effectively. The proposed combination will provide Seagram with
the added scale and resources necessary to compete more effectively in this changing competitive
environment. For example, the combination will provide Seagram with access to the large
international customer base of Vivendi and CANAL+ (including the Vizzavi subscriber base) for
distribution of Universal’s music, film and television content. In addition, the global nature of
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Vivendi Universal will enhance the combined company’s ability to compete in a market that is
becoming more global in nature.

Content Synergies and Cross-Promotion. Seagram’s board of directors believes that the comple-
mentary nature of Vivendi’s, Seagram’s and CANAL++’s businesses will enhance Vivendi
Universal’s growth potential by strengthening its global brands and content. For example, the
combination of the film and television libraries of Universal and CANAL+ will create one of the
world’s largest film libraries. The combined company will also include the world’s largest recorded
music company, a leading producer of theme channels and sports content in Europe and a world
leader in the development and distribution of interactive games. In addition, the wide variety of
content produced by Vivendi Universal will enhance its ability to engage in joint marketing efforts
and promotional tie-ins that link the products and services of Vivendi Universal’s various business
lines.

Cost Synergies. Although not a primary factor in its determination, Seagram’s board of directors
also considered the cost synergies that can be achieved through the combination of Seagram,
Vivendi and CANAL+, including through the reduction of corporate overhead and headquarters
expenses, the combination of purchasing functions and the rationalization of logistics and
distribution functions in Europe.

Other Factors Considered. In reaching its decision to approve the merger agreement and related
agreements and to recommend that the Seagram shareholders approve the arrangement resolution,
Seagram’s board of directors consulted with Seagram’s financial and legal advisors and with Seagram’s
senior management and considered a number of factors, including the following:

the strategic considerations described above;

information concerning the respective businesses of Seagram, Vivendi and CANAL+, including
information regarding financial performance and condition, operations, technology and management
and the results of Seagram’s business, accounting and legal due diligence review;

the exchange ratio and related collar provisions of the plan of arrangement, which provide that
Seagram shareholders will receive Vivendi Universal ADSs or exchangeable shares valued (based
on the average price set forth in the plan of arrangement) at U.S.$77.35 per share for each
Seagram common share so long as the average price of Vivendi ordinary shares during a 20
consecutive trading day period prior to the effective time of the arrangement is not more than
12.5% above nor 12.5% below U.S.$110.50, the U.S. dollar equivalent of the closing price of the
Vivendi ordinary shares on the Paris Bourse on June 9, 2000;

the opportunity for the Seagram shareholders to receive Vivendi Universal ADSs or exchangeable
shares valued at a significant premium over the market price of Seagram common shares prevailing
prior to the disclosure of the merger transactions; assuming the average price of Vivendi shares for
the pre-closing measuring period is within 12.5% above or below the closing market price of
Vivendi ordinary shares on the Paris Bourse on June 9, 2000 (the last trading day prior to the date
on which Seagram believes speculation about the proposed merger transactions may have affected
the trading values of the Seagram common shares and the Vivendi ordinary shares), the exchange
ratio represents a 53.7% premium over the closing market price of Seagram common shares on that
date; a 53.6% premium over the average closing price for Seagram common shares during the 30-
day period ending June 16, 2000; a 50.6% premium over the average closing price for Seagram’s
shares during the one-year period ending June 16, 2000; and a 19.9% premium over Seagram’s all-
time high share price of U.S.$64.50;

the opportunity for the Seagram shareholders to share in the value anticipated to be created
through the combination of Seagram, Vivendi and CANAL+ by receiving a continuing equity and
voting interest in the combined company of approximately 27% to 32%;
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« the alternatives reasonably available to Seagram in the absence of the merger transactions,
including operating Seagram as it has in the recent past, possible alternative business combinations
or other strategic transactions and internal growth scenarios;

« the analyses of and discussions with Seagram’s financial advisors and their opinions as to the
fairness of the exchange ratio, from a financial point of view, to the holders of Seagram common
shares (see “— Opinions — Opinions of Seagram’s Financial Advisors”);

 the corporate governance arrangements established for the merger transactions, including Vivendi
Universal’s board and board committee composition and the designation of key senior management,
which are designed to promote continuity of management from each company and a smooth
integration of businesses;

* the expected tax treatment of the merger transactions for U.S. and Canadian federal income tax
purposes and the determination that the exchangeable shares should not be considered “foreign
property” for Canadian federal income tax purposes;

 the number and nature of the conditions to the obligations of Vivendi and CANAL+ to
consummate the merger transactions and the risk that those conditions would not be satisfied;

« the fact that various provisions in the merger agreement impose obligations on Vivendi and
CANAL+ that improve the certainty of closing the merger transactions;

« the right of the parties to the merger agreement, under certain circumstances, to respond to,
evaluate and negotiate with respect to other business combination proposals;

« the fact that the U.S.$800 million termination fee, which was insisted upon by Vivendi, is payable
by Vivendi or Seagram in similar circumstances;

e the Seagram board’s conclusion, based on advice of Seagram’s financial advisors, that the
termination fee was reasonable in light of the anticipated benefits of the merger transactions;

« the other terms of the merger agreement and other transaction documents, including the terms of
the contemplated Vivendi/CANAL+ transactions and of the option and voting agreements entered
into in connection with the merger transactions; and the board’s conclusion, based on advice of
Seagram’s financial and legal advisors, that those terms and conditions were reasonable in the
context of the contemplated merger transactions and would not prevent Seagram shareholders from
rejecting the merger transactions in favor of a superior proposal;

« that members of the Bronfman family, Seagram’s founding family, supported, and agreed to vote
shares representing approximately 24% of the outstanding Seagram common shares in favor of, the
merger transactions;

« that the arrangement resolution is subject to approval by not less than 66%% of the votes cast at
the Seagram meeting by the Seagram shareholders, and by the Ontario court, which, Seagram is
advised, will consider, among other things, the fairness of the arrangement to Seagram shareholders;

e the likelihood that necessary regulatory approvals will be granted;

* that registered Seagram shareholders will have the right to dissent and be paid the fair value of
their Seagram common shares; and

« the interests of Seagram’s directors and officers described under “— Interests of Directors and
Executive Officers in the Merger Transactions.”

Seagram’s board of directors also considered the potential adverse consequences of the merger
transactions, including the following:

« the challenge of combining the businesses of three major international companies;

« the risk that anticipated growth will not be achieved; and
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« the risk of diverting management attention from other strategic priorities in order to implement the
merger transactions.

During the Seagram board of directors’ consideration of the proposed merger transactions, the
management of Seagram presented the Seagram board of directors with financial projections for Vivendi
based in part upon Vivendi internal projections that had been furnished by Vivendi to Seagram. The
projections furnished to Seagram included projected revenue for Vivendi of €39.1 billion for 2000 and
€43.5 billion for 2001 and projected EBITDA of €5.3 billion for 2000 and €6.8 billion for 2001. Adjusted
EBITDA is defined as operating income before amortization and depreciation, expenses of replacement
and repair of installation and equipment owned by local authorities.

These projections are included in this joint proxy statement-prospectus only because this information
was furnished to Seagram by Vivendi and considered by Seagram in connection with its consideration of
the merger agreement. The projections were not prepared with a view to public disclosure or compliance
with the published guidelines or policies of the SEC, Canadian securities regulatory authorities or the
guidelines established by the American Institute of Certified Public Accountants, the Canadian Institute of
Chartered Accountants or any relevant French or European body regarding projections or forecasts. The
projections are not presented in accordance with U.S., Canadian or French GAAP, and the parties’
independent auditors have not examined or compiled the projections and accordingly assume no
responsibility for them. Financial projections are, in general, subjective in many respects and thus
susceptible to interpretations and periodic revision based on actual experience and business developments.
These projections also reflect numerous assumptions with respect to industry performance, general
business, economic, market and financial conditions and other matters, all of which are difficult to predict,
and many of which are beyond the parties’ control. Accordingly, the assumptions may not prove accurate.
It is expected that there will be differences between actual and projected results, and actual results may be
materially better or worse than those contained in the projections. The inclusion of projections in this joint
proxy statement-prospectus does not indicate that any of Vivendi, Seagram or CANAL+ or their
respective affiliates or representatives considered or consider the projections to be a reliable prediction of
future events, and the projections should not be relied upon as such. None of Vivendi, Seagram or
CANAL+ or any of their respective affiliates or representatives has made or make any representation to
any person regarding the ultimate performance of Vivendi Universal compared to the information
contained in the projections, and, except as expressly set forth under “— Projections and Objectives”
below, none of them intends to update or otherwise revise the projections to reflect circumstances existing
after the date when made or to reflect the occurrence of future events even in the event that any or all of
the assumptions underlying the projections are shown to be in error. For more information that could
affect projections made by the parties, see “Introduction — Risk Factors.”

This discussion of the information and factors considered by Seagram’s board of directors is not
intended to be exhaustive, but includes the material factors considered. Seagram’s board of directors did
not assign relative weight or rank to the various factors it considered. In considering the opinions of its
financial advisors, Seagram’s board of directors considered each of these opinions as a whole and did not
assign any particular weight to any individual analysis performed by its financial advisors. Seagram’s
financial advisors did not specify to the Seagram board whether any particular analyses did or did not
support the fairness of the merger transactions from a financial point of view. In considering the factors
noted above, individual board members may have given different weight to various factors.

CANAL+’s Reasons for the Merger Transactions

In reaching its decision to approve the merger transactions, CANAL+’s board of directors determined
that the merger transactions are the logical continuation of CANAL+’s own vision over the past several
years. CANAL+ has sought to improve shareholder value by providing premium content combined with
converging distribution platforms. CANAL+’s board of directors determined that Vivendi Universal
creates a favorable environment for the further strengthening of CANAL+’s traditional activities and that
the merger transactions present a unique opportunity to participate in the creation of a leading, global
multi-platform, multi-content communications business, and to become the beneficiary of the enormous
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resulting growth potential. In particular, after consultation with CANAL+’s financial advisors and
management, the board of directors of CANAL+ determined that the transactions will present the
following principal advantages for CANAL+. In particular:

e Increased content for CANAL"’s television distribution platforms. The merger transactions will
help ensure that content will continue to be available to CANAL+, as Vivendi Universal will be a
leading worldwide provider of premium content. All of CANAL+’s distribution platforms are
expected to benefit from this expanded content:

— the merger transactions are expected to add complementary content to the existing CANAL+
portfolio from Universal Studios’ film production and distribution activities and USA
Networks’ thematic channels and TV programming production. Overall, CANAL+’s position
as the leading pay TV provider in continental Europe is expected to be enhanced with access
to an enlarged, worldwide library and to new movies, both local and global;

— the merger transactions are expected to contribute to the accelerating development of
CANAL+’s digital satellite channel packages throughout Europe. The channels of the USA
Network group represent a rich source of content with easily adaptable formats, and provide a
way for CANAL+ to broaden its channel offerings. Therefore, it is expected that the merger
transactions will make the CANALSATELLITE package more attractive to both current and
new subscribers in countries where it is available;

— all of CANAL+’s distribution platforms are expected to benefit from the addition of the
content provided by Universal Music. CANAL+ will have greater ability to use its digital
distribution system to offer subscribers the music content they want, as they want it, when
they want it; and

— the combination with Vivendi will create one of the world’s leading producers of games and
leading medical publishers and educational publishers. It is expected that the combined entity
will be able to enhance effectively the offerings of each of the sister companies in the field of
interactive games, educational programs and distance learning to offer new interactive services
to CANAL+ subscribers.

o Synergies between StudioCanal and Universal Studios. Although Universal Studios will be kept
separate from StudioCanal, it is expected that StudioCanal will benefit from the synergies that will
be created by Vivendi Universal. For example,

— StudioCanal may have access to Universal’s movies and TV programming;

— Vivendi Universal, through StudioCanal and United International Pictures, the European
theatrical distribution partnership of Universal Studios, Paramount Pictures Corporation and
Metro-Goldwyn-Mayer Inc., will be the most comprehensive pan-European distribution
platform for local and international movies;

— StudioCanal and Universal Studios will be able to cooperate to market their significant library
assets, which would create substantial cross-selling capabilities and cost synergies; and

— the merger transactions may encourage the development of the creative relationship between
StudioCanal and Universal Studios that is already underway through their three-way
partnership with Working Title, a leading United Kingdom film producer. In this way, it is
expected that the merger transactions will help foster the emergence of European movies with
international appeal.

e CANAL+ Exchange Ratio. Each shareholder of CANAL+ will receive two shares of Vivendi
Universal. This represents a premium with respect to the implied ratio over the 12 months (64%)
and six months (8%) preceding the CANAL+ board meeting, as well as with respect to the closing
price on June 13, 2000, the last trading day prior to the public announcement that the parties were
negotiating a possible business combination (9%). In addition, CANAL+’s shareholders will retain
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their shares in CANAL+, which will hold CANAL+’s French premium pay television channel
business. CANAL+’s board of directors strongly believes that CANAL+’s shareholders will
achieve greater shareholder value over the long term as a result of the merger transactions.

e Greater Financial Flexibility. The merger transactions, by combining the assets of Vivendi,
CANAL+ and Seagram, will give CANAL+ greater financial flexibility.

In addition, CANAL+’s board of directors considered the analyses of and discussions with
CANAL-’s financial advisor and its written opinion as to the fairness of the CANAL+ Exchange Ratio,
from a financial point of view, to the holders of CANAL+ shares (see “— Opinions — Opinion of
CANAL+’s Financial Advisor’).

This discussion of the information and factors considered by CANAL+’s board of directors is not
intended to be exhaustive, but includes the material factors considered. CANAL++’s board of directors did
not assign relative weight or rank to the various factors it considered. In considering the factors noted
above, individual board members may have given different weight to various factors.

Opinions
Opinion of Vivendi’s Financial Advisor

On June 18, 2000, Lazard Freres S.A.S. delivered its oral opinion to the board of directors of Vivendi
to the effect that, as of June 18, 2000, based upon and subject to the various considerations set forth in
the opinion, each of the exchange ratio and the Canal Exchange Ratio (as the term is defined in
Schedule I to the merger agreement included in Annex A), were fair to Vivendi from a financial point of
view.

A copy of the full text of the opinion of Lazard dated as of June 18, 2000, which sets forth the
assumptions made, matters considered and limitations on the review undertaken in connection with the
opinion, is attached as Appendix M to this joint proxy statement-prospectus. This summary discussion of
the opinion of Lazard is qualified in its entirety by reference to the full text of that opinion. The opinion
was rendered to Vivendi’s board of directors in connection with its consideration of the merger
transactions. Lazard’s opinion is directed only to the fairness of each of the exchange ratio and the
CANAL+ Exchange Ratio from a financial point of view to Vivendi, and does not address any other
aspects of the merger transactions. The opinion is not intended to, and does not constitute a
recommendation to any shareholder of Vivendi, Seagram or CANAL+ as to how that shareholder should
vote with respect to the merger transactions. The shareholders of Vivendi are urged to read the opinion of
Lazard in its entirety.

In connection with its written opinion dated as of June 18, 2000 to the board of directors of Vivendi,
Lazard:

 reviewed the financial terms and conditions of the draft merger agreement and plan of arrangement;

« analyzed certain historical business and financial information relating to Vivendi, Seagram and
CANAL+;

 reviewed various financial forecasts and other data provided to Lazard by Vivendi, Seagram and
CANAL+ relating to their respective businesses (such forecasts that were provided to Lazard
regarding Seagram being limited in time and scope);

* held discussions with members of the senior managements of Vivendi and Seagram with respect to
the businesses and prospects of Vivendi, Seagram and CANAL+ and the strategic objectives of
each, and the possible benefits which might be realized following the merger transactions;

« reviewed public information with respect to certain other companies in lines of businesses Lazard
believed to be generally comparable to the businesses of Vivendi, Seagram and CANAL+;
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« reviewed the financial terms of business combinations involving companies in lines of businesses
Lazard believed to be generally comparable to the businesses of Vivendi, Seagram and CANAL+,
and in other industries generally;

« reviewed the historical stock prices and trading volumes of the stock of Vivendi, Seagram and
CANAL+; and

 conducted such other financial studies, analyses and investigations as Lazard deemed appropriate.

Lazard relied upon the accuracy and completeness of the foregoing information and did not assume
any responsibility for any independent verification of such information or any independent valuation or
appraisal of any of the assets or liabilities of Vivendi, Seagram or CANAL+, or concerning the solvency
of or issues relating to solvency concerning Vivendi, Seagram or CANAL+. With respect to financial
forecasts, including the potential benefits projected to be realized following the merger transactions and the
amount and treatment of goodwill, if any, in connection with the merger transactions, Lazard assumed that
they were reasonably prepared on bases reflecting the best currently available estimates and judgments of
the management of Vivendi, Seagram and CANAL+ as to the future financial performance of Vivendi,
Seagram or CANAL+ respectively. Lazard assumed no responsibility for and expressed no view as to such
forecasts or the assumptions on which they were based.

The written opinion of Lazard was necessarily based on accounting standards, economic, monetary,
exchange rates, market and other conditions as in effect on, and the information made available to it as of
June 18, 2000. Lazard is not required as part of its engagement with Vivendi to revise its opinion as of a
date after June 18, 2000 and has not done so. In rendering its opinion, Lazard did not address the relative
merits of the merger transactions or Vivendi’s underlying decision to undertake the merger transactions
and not engage in other possible transactions, and did not address any other aspect of the transactions
contemplated by the merger agreement.

In rendering its opinion, Lazard assumed that the merger transactions would be consummated on the
terms described in the merger agreement, without any waiver of any material term or condition by Vivendi
and that obtaining the necessary regulatory approvals and third-party consents, if any, for the merger
transactions would not have an adverse effect on Vivendi, Seagram or CANAL+ and that the projected
synergies of the merger transactions would be realized substantially in accordance with such projections,
both as to the financial effect and the timing of those synergies. Lazard also assumed that the definitive
merger agreement would not differ in any material respect from the draft of the merger agreement
furnished to it.

The following is a summary of the material analyses performed by Lazard in connection with
providing its oral opinion to Vivendi’s board of directors on June 18, 2000 and contained in the materials
presented to Vivendi’s board of directors on such date.

Historical Stock Price Analysis

Lazard reviewed the historical stock price performance of Vivendi, Seagram and of CANAL+ for the
period of January 1, 1999 to June 13, 2000. Lazard also calculated the ratios of the closing market prices
of Seagram common shares and CANAL+ ordinary shares to the U.S. dollar equivalent of the average
closing market price of Vivendi ordinary shares, based on the applicable noon buying rate as reported by
the U.S. Federal Reserve Bank. These analyses indicated average exchange ratios ranging from a low of
0.42 to a high of 0.80 Vivendi ordinary shares for one Seagram ordinary share and from a low of 0.63 to a
high of 2.54 Vivendi ordinary shares for one CANAL+ common share.

Sum-of-the-Parts Analysis

Sum-of-the-parts analysis of Vivendi. Lazard computed an implied total equity value of Vivendi and
an implied equity value per ordinary share of Vivendi based on equity valuations of the various business
segments after taking into account the net debt and the minority interests associated with these businesses.
The net debt at the parent company level that had not been taken into account in the equity value of each
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relevant consolidated asset was further deducted, after adjustments to reflect changes in the scope of the
business that had occurred prior to June 16, 2000. Further, such debt as well as the percentage ownership
in Vivendi Environnement and the number of exchangeable bonds (Oceanes) were adjusted as if the
planned public offering of Vivendi Environnement had already taken place, based on prevailing
assumptions from Vivendi’s management at the time.

The valuation of Vivendi’s consolidated assets, namely its Environmental Services division and its
telecommunications, Internet and publishing segments, was obtained using various methodologies that
Lazard deemed appropriate, relying upon Vivendi’s internal projections for the years 2000-2002 as provided
by Vivendi’s management. The value of Vivendi’s stake in CANAL++ was based upon the sum-of-the-parts
valuation of CANAL+ undertaken by Lazard, as described below. The value of Vivendi’s stake in BSkyB
and other publicly quoted companies was based upon their respective closing market prices on June 15,
2000.

The analysis resulted in an implied total equity value per Vivendi ordinary share of €138.8.

Sum-of-the-parts analysis of CANAL+. Lazard computed an implied total equity value of
CANAL+ and an implied equity value per ordinary share of CANAL+ based on equity valuations of the
various business segments after taking into account the net debt and the minority interests associated with
these businesses. The net debt at the parent company level that had not been taken into account in the
equity value of each relevant consolidated asset was further deducted, after adjustments to reflect changes
in the scope of the business that had occurred prior to June 16, 2000.

The valuation of CANAL+’s consolidated assets, namely CANAL+’s French and foreign Pay-TV
operations (except Sogecable), CanalSatellite, CANAL+ Technologies, NumeriCable and CanalNumedia
was obtained using various methodologies that Lazard deemed appropriate and using publicly available
information. The value of CANAL+’s stake in Vizzavi was based upon analyses of discounted cash flow
and analyst estimates, which was consistent with the methodology used to derive the value of Vivendi’s
stake in Vizzavi. The value of CANAL+’s interest in StudioCanal and Sogecable was based upon their
respective closing market prices on June 15, 2000.

The analysis resulted in an implied total equity value per CANAL+ ordinary share of €250.4. This
implied total equity value of CANAL+ arrived at was further adjusted to reflect the value of public
shareholders’ interest in CANAL+ S.A. (regulated businesses), which yielded an implied total equity
value of €247.4.

Sum-of-the-parts analysis of Seagram. Lazard computed an implied total equity value of Seagram
and an implied equity value per share of Seagram based on a total enterprise value of the various business
segments, less the consolidated net debt of Seagram.

The enterprise valuation of Seagram’s consolidated media assets, namely Music, Filmed Entertain-
ment and Recreation and Other was obtained using various methodologies that Lazard deemed appropriate
and using publicly available information. The total enterprise value arrived at, less the value of minority
interests in those consolidated media assets, was adjusted to take into account the value of consolidated
non-media assets (intended to be sold) and non-consolidated assets and liabilities. Such assets and
liabilities were valued using a variety of methods and references, including:

 customary valuation methods such as discounted cash flows analysis and comparable companies
trading multiples analysis for the Spirits and Wine division, further adjusted to reflect the estimated
potential taxes associated with capital gains on its disposal;

* net asset value, adjusted for the value of minority interests, relying on comparable companies
trading multiples analysis and selected comparable transactions multiples analysis for Seagram’s
interest in USA Networks;

« discounted value of dividends for Seagram’s interest in DuPont;
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* closing market prices for common stock on June 15, 2000, adjusted for the value of minority
interests, for Seagram’s interest in unconsolidated publicly quoted companies, other than USA
Networks and DuPont;

e a consensus of equity research analysts’ estimates of value, adjusted for the value of minority
interests, for Seagram’s non public unconsolidated assets; and

« discounted cash flow analysis for Seagram’s total corporate expenses.

The analysis resulted in an implied total equity value per Seagram common share ranging between
$72.2 and $83.6, with a median value of $77.9.

Pro Forma Merger Analysis. Lazard considered the effect the business combination among Vivendi,
Seagram and CANAL+ could have on the earnings per share of the combined company, compared with
the earnings per share of Vivendi on a stand-alone basis pro forma for the planned initial public offering of
Vivendi Environnement, for the fiscal years 2001 and 2002. The analysis was based on estimates of
Vivendi and CANAL++’s managements and publicly available information for Seagram, after giving effect
to certain assumptions, including:

« estimated synergies resulting from the business combination; and
 an implied exchange offer ratio of 0.70 of a Vivendi ordinary share for one Seagram common share.

On a pre-goodwill basis, this analysis indicated that 1) the transaction is expected to be dilutive to
Vivendi’s shareholders as a result of the CANAL+ merger, 2) the Seagram merger is expected to be
accretive for both Vivendi and CANAL+ shareholders and 3) the disposal of the Wine and Spirit division
would not result in additional earnings per share dilution for Vivendi’s shareholders in 2002. The total
impact of the business combination among Vivendi, Seagram and CANAL+ is dilutive to Vivendi’s
shareholders based on (1) earnings per share in 2001 before goodwill of 10% and after goodwill of 18%,
and (2) earnings per share in 2002 before goodwill of 3% and after goodwill of 8%.

The summary set forth above does not purport to be a complete description of the analyses performed
by Lazard, although it is a summary of the material financial and comparative analyses performed by
Lazard in arriving at its opinion. The preparation of a fairness opinion is a complex process and is not
necessarily susceptible to partial analysis or summary description. Selecting portions of the analyses or the
summary set forth above without considering the analyses as a whole could create an incomplete or
misleading view of the process underlying the opinion of Lazard. No company or transaction used in the
above analyses as a comparison is identical to Vivendi, Seagram or CANAL+ or the transactions
contemplated by the merger agreement. In arriving at its opinion, Lazard considered the results of all such
analyses and did not assign relative weights to any of the analyses. The analyses were prepared for the
purpose of Lazard providing its opinion to Vivendi’s board of directors in connection with its consideration
of the merger transactions and do not purport to be appraisals or necessarily reflect the prices at which
businesses or securities actually may be sold, which may be significantly more or less favorable than as set
forth in these analyses. Lazard made and was provided estimates and forecasts by the managements of
Vivendi, Seagram and CANAL+ based upon numerous assumptions with respect to industry performance,
general business and economic conditions and other matters, many of which are beyond the control of
Vivendi, Seagram, CANAL+ and Lazard. Similarly, any estimate of values or forecast of future results
contained in the analyses is not necessarily indicative of actual values or actual future results, which may
be significantly more or less favorable than suggested by such analyses.

In performing its analyses, Lazard made numerous assumptions with respect to industry performance,
general business and economic conditions and other matters. Because such analyses are inherently subject
to uncertainty, being based upon numerous factors or events beyond the control of the parties or their
respective advisors, none of Vivendi, Seagram, CANAL+, Lazard, or any other person assumes
responsibility if future results or actual values are materially different from those forecasts or estimates
contained in the analyses.
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The opinion and presentation of Lazard to Vivendi’s board of directors was only one of many factors
taken into consideration by Vivendi’s board of directors in making its determination to approve the merger
transactions.

Lazard rendered its opinion in accordance with customary practice in France and under the express
condition that it be interpreted in accordance with the laws of France.

Lazard is an internationally recognized investment banking firm and is continually engaged in the
valuation of businesses and their securities in connection with mergers and acquisitions, negotiated
underwritings, secondary distributions of listed and unlisted securities, private placements, leveraged
buyouts, and valuations for estate, corporate and other purposes. Lazard was selected to act as investment
banker to Vivendi’s board of directors because of its expertise and its reputation in investment banking and
mergers and acquisitions.

In the last two years, Vivendi has paid Lazard approximately €40 million in advisory fees. Lazard has
provided investment banking services to Vivendi and its affiliates from time to time, including, among
others, having acted as:

« advisor to Vivendi in connection with the acquisition of United States Filter Corporation in 1999;
« advisor to Vivendi in connection with the acquisition of Superior Services in 1999;

« advisor to Vivendi in connection with Vivendi’s joint venture with Vodafone to create the Multi
Access Portal in January 2000;

« advisor to Vivendi Environnement in connection with the joint venture of Dalkia and Electricité de
France in July 2000;

« advisor to Vivendi Environnement in connection with the disposal of Kinetics Group in August
2000;

« advisor to Vivendi in connection with the initial public offering of Vivendi Environnement in July
2000; and

« advisor to Vivendi in connection with the acquisition of Loot by Scoot.com Plc in June 2000.
Georges Ralli, a partner of Lazard, is a member of the supervisory board of Vivendi Environnement.

Pursuant to an engagement letter dated June 5, 2000, Vivendi retained Lazard to act as its exclusive
financial advisor in connection with the potential transaction contemplated in the engagement letter.
Pursuant to the terms of the engagement letter, Vivendi has agreed to pay Lazard (1) a fee equal to
0.11% of the equity value of Seagram calculated on the basis of the outstanding share capital of Seagram
and the exchange ratio in the merger transactions and (2) a fee of €5.0 million in connection with the
Vivendi/CANAL+ transactions. Vivendi has also agreed to reimburse Lazard for all reasonable out-of-
pocket expenses incurred in connection with the merger transactions.

In the ordinary course of its business, Lazard and its affiliates may actively trade in the securities of
Vivendi, Seagram or CANAL+ for its own account and for the account of its customers and, accordingly,
may at any time hold a long or short position in those securities.

Opinions of Seagram’s Financial Advisors

Opinion of Goldman Sachs

Goldman Sachs delivered its written opinion, dated as of June 19, 2000, to Seagram’s board of
directors to the effect that, as of such date, the exchange ratio pursuant to the merger agreement and the
plan of arrangement was fair, from a financial point of view, to the holders of Seagram common shares.

The full text of the written opinion of Goldman Sachs, dated as of June 19, 2000, which identifies
assumptions made, matters considered and limitations on the review undertaken in connection with the

74



opinion, is attached as Annex J to this joint proxy statement-prospectus and is incorporated by reference
in this joint proxy statement-prospectus. You should read the opinion in its entirety.

In connection with its opinion, Goldman Sachs reviewed, among other things:

the merger agreement;

the plan of arrangement;
the voting agreement;

the governance agreement;

annual reports to shareholders and annual reports on Form 10-K of Seagram for the five fiscal years
and the transition period ended June 30, 1999;

annual reports to shareholders of Vivendi for the five years ended December 31, 1999;
annual reports to shareholders of CANAL+ for the five years ended December 31, 1999;

the registration statement on Form 20-F of Vivendi as filed on a confidential basis with the SEC on
May 25, 2000;

the June 15, 2000 draft Offering Memorandum for the global offering of ordinary shares of Vivendi
Environnement;

certain interim reports to shareholders and quarterly reports on Form 10-Q of Seagram;
certain interim reports to shareholders of Vivendi;
certain interim reports to shareholders of CANAL+;

certain other communications from Seagram, Vivendi and CANAL+ to their respective
shareholders;

certain internal financial analyses and forecasts for Seagram prepared by the management of
Seagram;

certain internal financial analyses and forecasts for Vivendi and CANAL+ prepared by their
respective managements and provided to Goldman Sachs by Vivendi and adjusted by the
management of Seagram; and

certain cost savings and operating synergies projected by the management of Vivendi to result from
the transactions contemplated by the merger agreement and the plan of arrangement.

Vivendi informed Goldman Sachs that Vivendi and CANAL++ did not have, and therefore Goldman
Sachs was not provided with nor did it review, any historical financial statements or other historical
financial information for Vivendi and its subsidiaries or CANAL+ and its subsidiaries for any period
subsequent to December 31, 1999. Goldman Sachs held discussions with members of the senior
managements of Seagram and Vivendi regarding the strategic rationale for, and the potential benefits of,
the merger transactions and the past and current business operations, financial condition and future
prospects of their respective companies. Goldman Sachs also held discussions with members of the senior
management of CANAL+ regarding its past and current business operations, financial condition and
future prospects. In addition, Goldman Sachs:

reviewed the reported price and trading activity for Seagram common shares, Vivendi ordinary
shares and CANAL+ ordinary shares;

compared certain financial and stock market information for Seagram, Vivendi and CANAL+ with
similar information for certain other companies the securities of which are publicly traded;

reviewed the financial terms of certain recent business combinations in the entertainment industry
specifically and in other industries generally; and

performed other studies and analyses as Goldman Sachs considered appropriate.
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Goldman Sachs relied upon the accuracy and completeness of all of the financial and other
information reviewed by it and assumed such accuracy and completeness for purposes of rendering its
opinion. In addition, Goldman Sachs did not make an independent evaluation or appraisal of the assets
and liabilities of Seagram, Vivendi or CANAL+ or any of their subsidiaries, and Goldman Sachs was not
furnished with any such evaluation or appraisal. Goldman Sachs assumed that all material governmental,
regulatory or other consents and approvals necessary for the consummation of the merger transactions will
be obtained without any adverse effect on Seagram, Vivendi or CANAL+ or on the contemplated benefits
of the merger transactions in any respect meaningful to Goldman Sachs’ analysis. Goldman Sachs also
assumed that the Vivendi/CANAL+ transactions will be effected in accordance with the exchange ratios
specified in Schedule I to the merger agreement included as Annex A and in the aggregate on a basis
consistent with Schedule I to the merger agreement (other than inconsistencies that are not meaningful to
Goldman Sachs’ analysis). The opinion of Goldman Sachs does not reflect any view with respect to the
terms of the voting agreement or the governance agreement. The opinion of Goldman Sachs was provided
for the information and assistance of the board of directors of Seagram in connection with its consideration
of the merger transactions and such opinion does not constitute a recommendation as to how any holder of
Seagram common shares should vote with respect to those transactions. Goldman Sachs is not providing
any opinion as to the prices at which the Vivendi Universal ADSs or the exchangeable shares may trade if
and when they are issued or as to the election of Canadian residents between receiving the Vivendi
Universal ADSs and the exchangeable shares.

The following is a summary of the material financial analyses used by Goldman Sachs in connection
with providing its opinion, dated as of June 19, 2000, to Seagram’s board of directors.

The following summaries of financial analyses include information presented in tabular format. You
should read these tables together with the text of each summary.

(i) Exchange Ratio History. Goldman Sachs calculated the ratio of the average closing market
price of Seagram common shares to the U.S. dollar equivalent of the average closing market price of
Vivendi ordinary shares, converted based on the noon buying rate of euros for U.S. dollars as reported by
the U.S. Federal Reserve over selected periods ending on June 16, 2000 as follows:

Average
Period Exchange Ratio
L Month .o 0.485
3 MONthS . .o 0.506
6 MoONtNS . ..o 0.511
L Y AT . o e 0.565
3 Y CaTS .o e 0.637

Goldman Sachs also calculated as of June 9, 2000 and June 16, 2000 the ratio of the closing market
price of Seagram common shares to the U.S. dollar equivalent of the average closing market price of
Vivendi ordinary shares, converted based on the noon buying rate of euros for U.S. dollars as reported by
the U.S. Federal Reserve on such date. The ratio on June 9, 2000 (the last day of trading before
speculation about the proposed merger transactions may have affected the trading values of the Seagram
and Vivendi shares) was 0.455 and on June 16, 2000 (the last day of trading prior to the meeting of
Seagram’s board of directors) was 0.643.

The exchange ratios calculated were then compared to the low, midpoint and high possible exchange
ratios for Seagram common shares provided by the merger agreement and the plan of arrangement of
0.622, 0.700 and 0.800, respectively.

(i1) Historical Stock Trading Analysis. Goldman Sachs reviewed the high, low and average closing
market prices of Seagram common shares over the twelve months prior to June 16, 2000. The high closing
market price per Seagram common share over that period was U.S.$64.50 on March 6, 2000. The low
closing market price per Seagram common share over that period was U.S.$37.00 on October 19, 1999.
The average closing market price over that period was U.S.$51.38. The closing market price on June 9,
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2000 was U.S.$50.31. The historical prices were compared to the implied value of the transaction on
June 16, 2000 to holders of Seagram common shares of U.S.$76.41 per Seagram common share,
determined according to the analysis in section (iii) below.

(iii) Implied Premium Analysis. Goldman Sachs analyzed the closing market price of Vivendi
ordinary shares on June 9, 2000 and on June 16, 2000. For the purpose of these calculations, the closing
market price of Vivendi ordinary shares on June 9, 2000 and June 16, 2000 was converted from euros to
U.S. dollars according to the noon buying rate of U.S. dollars for euros as reported by the U.S. Federal
Reserve on such date. The resulting closing market price of Vivendi ordinary shares in U.S. dollars was
U.S.$110.50 on June 9, 2000 and U.S.$95.52 on June 16, 2000. Goldman Sachs then calculated the
effective exchange ratio under the terms of the merger agreement and the plan of arrangement assuming
(a) the merger had closed on June 9, 2000 and June 16, 2000, respectively, and (b) that the closing
market price of Vivendi ordinary shares on June 9, 2000 and June 16, 2000, respectively, was equal to the
twenty-day average market price for the Vivendi ordinary shares determined in accordance with the terms
of the plan of arrangement. The effective exchange ratio was 0.700 on June 9, 2000 and 0.800 on June 16,
2000, resulting in an implied value per Seagram common share of U.S.$77.35 on June 9, 2000 and
U.S.$76.41 on June 16, 2000. Goldman Sachs then compared these implied values per Seagram common
share to the closing market price of Seagram common shares on selected dates and to the average closing
market price of Seagram common shares over selected periods during the year ending on June 16, 2000.
The results of this analysis are summarized as follows:

Implied Premium Implied Premium
Seagram Assuming Merger Assuming Merger
Common Share Closed on Closed on
Date/Period Price June 9, 2000 June 16, 2000
June 16,2000 ............. ... ... ....... U.S.$61.44 25.9% 24.4%
June 9,2000...... ... ... .. L. 50.31 53.7 51.9
30 Day Average ... 50.35 53.6 51.8
One Year Average .. .........oouvvuennn.. 51.35 50.6 48.8
March 6, 2000 (All-time High) .......... 64.50 19.9 18.5

(iv) Selected Companies Analysis. Goldman Sachs reviewed and compared certain financial
information relating to Seagram to corresponding financial information and public market multiples for:

« the following seven publicly traded companies in the media and entertainment industry:
— The Walt Disney Company;
— EMI Group plc;
— Fox Entertainment Group, Inc.;
— The News Corporation Limited;
— Time Warner Inc;
— USA Networks, Inc.;
— Viacom Inc.-CBS Corp.;

« and the entity expected to result from the merger of America Online, Inc. (AOL) and Time
Warner Inc.

The selected companies analysis is intended to generate information regarding certain financial
measures and ratios that, for purposes of analysis, might be viewed as comparable to Seagram. Certain
financial measures and ratios of the selected companies were compared to those of Seagram in order to
provide the board of directors of Seagram with a broader view of the relevant market and the market price
of Seagram common shares in relation to the selected companies. The selected companies were chosen
because they are publicly traded companies with operations that for purposes of analysis may be
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considered similar to Seagram’s media and entertainment business segments. Goldman Sachs’ analyses
compared the following ratios of the selected companies to those of Seagram:

* the ratio of adjusted levered market capitalization to the estimated earnings before interest, taxes,
depreciation or amortization, or EBITDA, for the years 2000, 2001 and 2002, respectively; and

« the ratio of adjusted levered market capitalization to the ratio of the estimated EBITDA for the
year 2001 to the estimated five-year EBITDA compound annual growth rate (with such growth rate
calculated as a percentage). This ratio reflects the relationship of the enterprise value of each
selected company to that company’s estimated EBITDA as a multiple of its estimated EBITDA
growth. This ratio provides a comparison of the market’s assessment of the quality of the long-term
estimated EBITDA growth of Seagram versus the selected companies.

The levered market capitalization of each of the selected companies was calculated as of June 16,
2000 and the levered market capitalization of Seagram was calculated as of June 9, 2000. The levered
market capitalization was adjusted to reflect the value of non-EBITDA assets. Non-EBITDA assets are
assets that either (a) are not consolidated at the EBITDA level or (b) are business segments that
generate negative EBITDA. The EBITDA estimates were based on the most recent available Goldman
Sachs Research, except for the Seagram EBITDA estimates, which were based on estimates prepared by
the management of Seagram in June 2000. The results for Seagram were calculated in two ways,

(a) including the Filmed Entertainment business segment as an EBITDA asset and (b) not including the
Filmed Entertainment business segment as an EBITDA asset. The AOL/Time Warner Inc. data is based
upon estimates by Goldman Sachs Research for the resulting entity and upon the closing market price for
outstanding shares of AOL on June 16, 2000 plus the additional shares of AOL expected to be issued by
AOL and received by Time Warner Inc. shareholders pursuant to the merger of the two companies. The
results of this analysis are summarized as follows:

S

Levered Market Seagram (Filmed (%?lg;lil:il Selected Selected Selected
Capitalization as Entertainment as Entertainment as Companies Companies Companies
Multiple of non-EBITDA asset) EBITDA asset) High Low Median
2000E EBITDA .................. 9.4x 11.7x 34.6x 11.4x 18.2x
2001E EBITDA .................. 8.7x 10.6x 25.6x 10.6x 15.0x
2002E EBITDA .................. 8.0x 9.6x 20.4x 9.7x 12.9x
2001E EBITDA/5-Year EBITDA

CAGR ......... .. ... L 0.5x 0.6x 1.6x 0.8x 1.2x

(v) Discounted Cash Flow Analysis. Goldman Sachs calculated a range of implied prices per
Seagram common share using (a) a discounted cash flow valuation of estimated after-tax free cash flows
of the businesses of Seagram through 2005, discounted back to June 30, 2000 using discount rates ranging
from 10% to 14% and (b) a terminal value in the year 2005 based on multiples of estimated 2005
EBITDA ranging from 10.5x to 13.5x, discounted back to June 30, 2000 using discount rates ranging from
10% to 14%. The estimated after-tax free cash flows utilized were prepared by the management of
Seagram as of June 2000. This analysis assumed an aggregate value of U.S.$8.75 billion for Seagram’s
non-EBITDA assets, which excludes the values for Universal Studios Japan and International Channels
that were included in the estimates of free cash flows. This analysis produced implied prices per Seagram
common share ranging from U.S.$50 to U.S.$69.

(vi) Selected Transactions Analysis. Goldman Sachs analyzed certain information relating to ten
selected transactions in the entertainment industry since September 1993. Goldman Sachs’ analysis of the
selected transactions compared levered aggregate consideration as a multiple of the latest twelve months
EBITDA of the target company in the selected transactions to similar information for the merger
transactions. The analysis resulted in a range of multiples for the selected transactions from 12.2x to 25.9x,
with a mean of 19.21x and a median of 17.75x. The corresponding multiple of the adjusted levered
aggregate consideration to be paid in the merger transactions to the latest twelve months EBITDA of
Seagram was 17.6x and 17.3x assuming (a) the merger transactions had closed on June 9, 2000 and on
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June 16, 2000, respectively, and (b) that the closing market price of Vivendi ordinary shares on June 9,
2000 and June 16, 2000 was equal to the twenty-day average market price for the Vivendi ordinary shares
determined in accordance with the terms of the plan of arrangement. The levered aggregate consideration
was adjusted to exclude non-EBITDA assets, including the Filmed Entertainment business segment. The
value of publicly traded non-EBITDA assets (i.e., Seagram’s stakes in USA Networks, Inc., Loews
Cineplex Entertainment Corp. and Interplay Entertainment Corp.) was based upon their respective closing
market prices for common stock on June 16, 2000. The estimated value of non-publicly traded non-
EBITDA assets was based upon various methodologies and information, less the value of minority interests
in those non-publicly traded assets.

(vii) Pro Forma Equity Analysis. Goldman Sachs prepared pro forma analyses of the relative equity
ownership by the current shareholders of Seagram, Vivendi and CANAL+ of the combined company
resulting from the merger transactions. Goldman Sachs calculated the relative equity ownership arising
from the low, midpoint and high possible exchange ratios for Seagram common shares, 0.622, 0.700 and
0.800, respectively, and the exchange ratio for CANAL+ shares provided by the merger agreement and
the plan of arrangement. The results of this analysis are summarized as follows:

Pro Forma Equity Ownership of Combined Company

Exchange Seagram Vivendi CANAL+
Ratio Shareholders Shareholders Shareholders
0.622x 27.0% 60.8% 12.2%
0.700x 29.4% 58.8% 11.8%
0.800x 32.3% 56.4% 11.3%

(viii) Contribution Analysis. Goldman Sachs analyzed the relative contributions of Seagram,
Vivendi and CANAL+ to the combined company resulting from the merger transactions based upon their
respective revenues for 1999, estimated revenues for 2000, 2001 and 2002, EBITDA for 1999, estimated
EBITDA for 2000, 2001 and 2002 and net debt as of June 30, 2000. The revenue and EBITDA estimates
for 2000, 2001 and 2002 were based on forecasts for Seagram prepared by the management of Seagram,
adjusted by Goldman Sachs to reflect calendar years, and forecasts for Vivendi and CANAL+ prepared by
their respective managements and adjusted by the management of Seagram. The data for Vivendi and
CANAL+ was converted to U.S. dollars based on the noon buying rate of euros for U.S. dollars as
reported by the U.S. Federal Reserve on June 16, 2000. The data for CANAL+ represents the 51% of
CANAL+ that is not already owned by Vivendi. The results of these analyses are summarized as follows:

Contribution
CY Seagram % Vivendi % CANAL+ %

Revenues ........ ... . i 1999 34.7% 61.3% 3.9%

2000E 32.7 63.7 3.7

2001E 31.7 64.5 3.8

2002E 31.2 64.9 3.9
EBITDA ... . . 1999 32.1% 66.7% 1.1%

2000E 30.8 66.9 2.3

2001E 29.2 67.9 2.9

2002E 27.8 68.9 33
NetDebt ... 06/00 30.7% 66.8% 2.6%

The relative pro forma equity ownership of the combined company by the holders of Seagram
common shares resulting from any possible exchange ratio is less than the 1999 revenue and from a range
of possible exchange ratios other than 0.800 is less than the 1999 EBITDA pro forma contributions of
Seagram to the combined company. The comparability of the Contribution Analysis and the Pro Forma
Equity Analysis is limited since the revenue and EBITDA contributions used in the Contribution Analysis
are unaffected by the capital structure of Seagram, Vivendi and CANAL+.
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(ix) Sum of the Parts Analysis of Seagram. Goldman Sachs computed an implied total equity
value of Seagram and an implied total equity value per Seagram common share based on the total levered
value of the various business segments less the net debt of Seagram. The levered value of the Filmed
Entertainment, Recreation & Other and Music business segments was calculated based upon 2000
EBITDA estimates for each of these business segments prepared by the management of Seagram as of
June 2000, and a range of multiples was applied to the Recreation & Other and Music business segments.
The value of publicly traded non-EBITDA assets (i.e., Seagram’s stakes in USA Networks, Inc., Loews
Cineplex Entertainment Corp. and Interplay Entertainment Corp.) was based upon their respective closing
market prices for common stock on June 16, 2000. The estimated value of non-publicly traded
non-EBITDA assets was based upon various methodologies and information, less the value of minority
interests in those non-publicly traded assets. The results of this analysis are summarized as follows:

Implied Value of Seagram

(U.S. dollars in millions, except per
share data)

Low Mean High
Implied Total Equity Value.......... ... ... . ... $28,194 $32,236 $36,279
Implied Total Equity Value Per Seagram Common Share ............ $ 57 $ 65 $ 73

(x) Sum of the Parts Analysis of Vivendi. Goldman Sachs computed for Vivendi an implied
enterprise value, an implied equity value and an implied net asset value per Vivendi ordinary share based
on valuations of the business segments, less the net debt of Vivendi. The value of the assets of the
environmental business segment was based upon 2001 EBITDA projections prepared by the management
of Vivendi as of June 2000 and a range of levered multiples, except for the valuation of FCC, which
valuation range reflected the approximate value of a call option held by Vivendi’s partner in FCC at the
low end of the range and the market value of Vivendi’s stake at the high end of the range. The valuation
of Vivendi’s non-EBITDA assets was based on various methodologies, except that (a) the valuation of
Vivendi’s stakes in BSkyB and Havas Advertising was based upon their respective closing market prices
for common stock on June 16, 2000 and (b) the valuation of CANAL+ was based upon the public
market value of Vivendi’s stake in CANAL+ on June 9, 2000 at the low end of the range, and based upon
the sum of the parts valuation of CANAL+ undertaken by Goldman Sachs, as described in section
(xii) below, at the high end of the range. The results of this analysis are summarized as follows:

Implied Value of Vivendi

(Euros in millions, except
per share data)

Low Midpoint High
Implied Enterprise Value . ........ ... ... .. .. €70,697 €88,444 €106,196
Implied Equity Value . ........ ... o €54,410 €72,157 € 89,909
Implied Net Asset Value per Vivendi Ordinary Share............... € 83 € 111 € 138

(xi) Selected Sum of the Parts Research Analysis of Vivendi. Goldman Sachs computed a valuation
for Vivendi based on the sum of the parts valuations of the various business segments of Vivendi contained
in the most recent available reports of selected investment banks and brokerages, as of the respective dates
indicated:

e Goldman, Sachs & Co., April 7, 2000;

e HSBC Investment Bank plc., May 5, 2000;

« Handelsbanken Markets, March 28, 2000;

e Merrill Lynch & Co., March 24, 2000;

* Deutsche Bank AG, March 3, 2000;

e Morgan Stanley Dean Witter, February 18, 2000; and
» Warburg Dillon Read (France) SA, February 2, 2000.

80



The component of each of these sum of the parts valuations relating to publicly traded assets was
adjusted by Goldman Sachs to reflect closing market prices for such assets on June 16, 2000. The analysis
led to a range of total enterprise values for Vivendi from a high of €105,199 million to a low of €86,102
million, with an average total enterprise value of €94,223 million.

(xii) Sum of the Parts Analysis of CANAL+. Goldman Sachs computed for CANAL+ an implied
enterprise value, an implied equity value and an implied net asset value per CANAL+ share, based on the
total levered value of the subsidiaries and investments of CANAL, less the net debt of CANAL+. A
number of valuation methods were used, relying in part upon data provided by the management of Vivendi
as of June 2000 and adjusted by the management of Seagram, and subscriber data as of December 31,
1999. The results of this analysis are summarized as follows:

Implied Value of CANAL+
(Euros in millions, except per share data)

Low Mid Point High
Implied Enterprise Value ........... ... ..o, €23,000 €27,078 €31,157
Implied Equity Value .......... ... ... ... . .. €21,938 €26,016 €30,095
Implied Net Asset Value Per CANAL+ Share .................. € 171 € 203 € 234

The preparation of a fairness opinion is a complex process and is not necessarily susceptible to partial
analysis or summary description. Selecting portions of the analyses or of the summary set forth above,
without considering the analyses as a whole, could create an incomplete view of the processes underlying
Goldman Sachs’ opinion. In arriving at its fairness determination, Goldman Sachs considered the results of
all these analyses. No company or transaction used in the above analyses as a comparison is directly
comparable to Seagram, Vivendi or CANAL+ or the contemplated merger transactions.

The analyses were prepared for purposes of Goldman Sachs providing its opinion to Seagram’s board
of directors as to the fairness of the exchange ratio pursuant to the merger agreement and the plan of
arrangement from a financial point of view to the holders of outstanding Seagram common shares. These
analyses do not purport to be appraisals or necessarily reflect the prices at which businesses or securities
actually may be sold. Analyses based upon forecasts of future results are not necessarily indicative of
actual future results, which may be significantly more or less favorable than suggested by such analyses.
Because such analyses are inherently subject to uncertainty, being based upon numerous factors or events
beyond the control of the parties or their respective advisors, none of Seagram, Vivendi, CANAL+,
Goldman Sachs or any other person assumes responsibility if future results are materially different from
those forecast.

As described above, Goldman Sachs’ opinion to the board of directors of Seagram was one of many
factors taken into consideration by Seagram’s board of directors in making its determination to approve the
proposed merger transactions. The foregoing summary does not purport to be a complete description of the
analyses performed by Goldman Sachs.

Goldman Sachs, as part of its investment banking business, is continually engaged in the valuation of
businesses and their securities in connection with mergers and acquisitions, negotiated underwritings,
competitive biddings, secondary distributions of listed and unlisted securities, private placements, and
valuations for estate, corporate and other purposes. Goldman Sachs is familiar with Seagram, having
provided significant investment banking services to Seagram from time to time, including, among others,
having acted as:

« joint lead manager and bookrunner of a public offering of U.S.$550,000,000 aggregate principal
amount of 8.00% Senior Quarterly Income Debt Securities due 2038 of JES in November 1998;

« managing underwriter of a public offering of U.S.$3,500,000,000 aggregate principal amount of
Senior Notes and Senior Debentures of JES, in December 1998;

« global coordinator of a public offering of 37,000,000 Seagram common shares in June 1999;
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» managing underwriter of a public offering of 20,025,000 7.50% Adjustable Conversion-rate Equity
Security Units of Seagram in June 1999;

« financial advisor to Seagram in connection with the sale of the Mumm and Perrier Jouet
Champagne Houses in July 1999;

« financial advisor to Seagram in connection with the sale of Universal Concerts in September 1999;

« financial advisor to Seagram in connection with the sale by Rank Group Plc of its interest in
Universal Studios Escape to Blackstone Capital Partners; and

« financial advisor to Seagram in connection with, and having participated in certain of the
negotiations leading to, the merger agreement and the plan of arrangement.

John S. Weinberg, a Managing Director of Goldman Sachs, is a director of Seagram.

Goldman Sachs, and its affiliate Goldman Sachs Paris Inc. et Cie, have provided significant
investment banking services to Vivendi in connection with numerous transactions and other situations,
including having acted as:

« financial advisor to Vivendi in connection with the acquisition of United States Filter Corporation
in April 1999;

» managing underwriter of a public offering of €2,600,000,016 aggregate principal amount of bonds,
convertible and/or exchangeable into new or existing shares of Vivendi or Vivendi Environnement,
of Vivendi Environnement in April 1999;

» managing underwriter of a public offering of 45,444,174 new shares of Vivendi in May 1999;

« financial advisor to Sithe Energies, Inc., a subsidiary of Vivendi, in connection with the sale of 21
independent power production plants in May 2000; and

* joint global coordinator and joint bookrunner for the global offering of 75,005,023 ordinary shares of
Vivendi Environnement.

Goldman Sachs may also provide investment banking services to Vivendi in the future.

Goldman Sachs is currently working with another client in its discussions with Seagram concerning a
possible strategic transaction involving Seagram’s Spirits and Wine business.

Goldman Sachs has provided from time to time, and currently is providing, certain investment
banking services to CANAL+.

Seagram selected Goldman Sachs as its financial advisor because it is an internationally recognized
investment banking firm that has substantial experience in transactions similar to the merger transactions.

Goldman Sachs provides a full range of financial and securities services and, in the course of its
normal trading activities, may from time to time effect transactions and hold securities, including
derivative securities, of Seagram, Vivendi or CANAL+ for its own account or for the accounts of
customers.

Pursuant to a letter agreement dated as of June 12, 2000, Seagram engaged Goldman Sachs to act as
its financial advisor in connection with the potential transactions contemplated in the letter agreement.
Pursuant to the terms of this engagement letter, Seagram has agreed to pay Goldman Sachs a fee equal to
0.14% of the total consideration paid for the Seagram common shares in connection with the merger
transactions, calculated according to the terms of the engagement letter (including the consideration paid
to holders of options and an amount to reflect Seagram’s outstanding adjustable conversion-rate equity
security units), provided that the fee will not be less than U.S.$12.5 million. The value of the Vivendi
Universal securities issued as consideration for the Seagram common shares will be determined on the
same basis as the securities are valued for purposes of determining the exchange ratio. Seagram also has
agreed to reimburse Goldman Sachs for its reasonable out-of-pocket expenses, including attorneys’ fees,
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and to indemnify Goldman Sachs against certain liabilities, including certain liabilities under the federal
securities laws. In addition to acting as Seagram’s financial advisor in connection with the merger
transactions, Goldman Sachs has, during the past two years, advised Seagram on other business
combination transactions and has acted as underwriter in certain of Seagram’s securities offerings, as
described above. In connection with the provision of these services, Goldman Sachs received compensation
from Seagram of approximately $54 million.

Opinion of Morgan Stanley

Seagram retained Morgan Stanley to provide it with financial advisory services and a financial fairness
opinion in connection with the merger transactions. The Seagram board of directors selected Morgan
Stanley to act as Seagram’s financial advisor based on Morgan Stanley’s qualifications, expertise,
reputation and its knowledge of the business and affairs of Seagram. At the meeting of the Seagram board
on June 19, 2000, Morgan Stanley rendered its oral opinion, subsequently confirmed in writing, that, as of
June 19, 2000, and based on and subject to the various considerations in its opinion, the exchange ratio
pursuant to the merger agreement and the plan of arrangement was fair from a financial point of view to
the holders of Seagram common shares.

The full text of Morgan Stanley’s opinion dated June 19, 2000, which sets forth, among other
things, the assumptions made, procedures followed, matters considered and limitations on the review
undertaken by Morgan Stanley, is attached as Annex K to this joint proxy statement-prospectus. Morgan
Stanley’s opinion is directed to the board of directors of Seagram and addresses only the fairness of the
exchange ratio pursuant to the merger agreement and the plan of arrangement from a financial point of
view to the holders of Seagram common shares as of the date of the opinion. Morgan Stanley did not
opine as to any other aspect of the merger transactions (including the fairness of the Sofiée Exchange
Ratio or the Canal Exchange Ratio (as those terms are defined in Schedule I to the merger agreement
included as Annex A)), and its opinion does not constitute a recommendation as to how any shareholder
of Seagram, Vivendi or CANAL+ should vote at the respective shareholders’ meetings to be held in
connection with the merger transactions. The summary of the opinion of Morgan Stanley set forth in this
document is qualified in its entirety by reference to the full text of the opinion. Seagram shareholders are
urged to, and should, read the opinion carefully and in its entirety.

In connection with rendering its opinion, Morgan Stanley, among other things:

« reviewed certain publicly available financial statements and other information of Seagram, Vivendi
and CANAL+, respectively;

 reviewed certain internal financial statements and other financial and operating data concerning
Seagram, Vivendi and CANAL++ prepared by the managements of Seagram, Vivendi and
CANAL, respectively;

 reviewed certain financial analyses and projections for Seagram prepared by the management of
Seagram,;

 reviewed certain financial analyses and projections for Vivendi and CANAL++ prepared by the
respective managements of these companies and adjusted by the management of Seagram,;

» reviewed the past and current operations and financial condition and the prospects of Seagram,
Vivendi and CANAL+, which information was based, in part, on discussions conducted with
members of the management of Seagram, Vivendi and CANAL+;

 reviewed information relating to certain strategic, financial and operational benefits anticipated from
the merger transactions, which information was based, in part, on discussions conducted with
members of the management of Seagram and Vivendi;

« reviewed the pro forma impact of the merger transactions on the earnings and capitalization ratios
of Vivendi;
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« reviewed the reported prices and trading activity for Seagram common shares, Vivendi ordinary
shares and CANAL+ ordinary shares;

» compared the financial performance of Seagram, Vivendi and CANAL+ and the prices and trading
activity of Seagram common shares, Vivendi ordinary shares and CANAL+ ordinary shares with
those of certain other publicly traded companies and their securities;

« reviewed the financial terms, to the extent publicly available, of precedent transactions that Morgan
Stanley deemed relevant;

e participated in certain discussions and negotiations among representatives of Seagram and Vivendi
and their financial and legal advisors;

 reviewed the merger agreement, the plan of arrangement and other related agreements executed by
the parties to the merger transactions; and

« performed other analyses and considered other factors that Morgan Stanley deemed appropriate.

Morgan Stanley assumed and relied upon, without independent verification, the accuracy and
completeness of all of the information reviewed by it for the purposes of its opinion. With respect to
financial projections and the internal financial statements and the other financial and operating data
provided by Seagram, Vivendi and CANAL+, including information relating to the anticipated strategic,
financial and operational benefits of the merger transactions, Morgan Stanley assumed that the information
provided was reasonably prepared and based on the best currently available estimates and judgments of the
future financial and operational performance of Seagram, Vivendi and CANAL+, respectively. Morgan
Stanley did not make and did not assume responsibility for making any independent valuation or appraisal
of the assets or liabilities of Seagram, Vivendi or CANAL+ or any of their subsidiaries, nor was Morgan
Stanley furnished with any valuations or appraisals of those assets and liabilities.

Morgan Stanley also assumed, with Seagram’s consent, that the merger transactions will be
consummated in all material respects in accordance with the terms set forth in the merger agreement and
the plan of arrangement, including, among other things, that the exchange of shares pursuant to the plan
of arrangement will be treated as a tax-free exchange for U.S. Seagram shareholders and Canadian
Seagram shareholders that elect to receive exchangeable shares, pursuant to the U.S. Internal Revenue
Code of 1986 or the Canadian Tax Act, as applicable. In addition, Morgan Stanley assumed that the
Vivendi/Canal Transactions (as that term is defined in the merger agreement) will be consummated in all
material respects in accordance with the terms set forth in the Vivendi/Canal Agreements (as that term is
defined in the merger agreement). Morgan Stanley also assumed that in connection with the receipt of the
regulatory approvals required for the proposed merger transactions, no restrictions will be imposed that
would have a material adverse effect on Seagram, Vivendi or CANAL+, or on the benefits expected to be
derived from the merger transactions. Morgan Stanley’s opinion did not address or express any opinion on
the terms of the voting agreement or the governance agreement.

Morgan Stanley’s opinion was necessarily based on financial, economic, market and other conditions
in effect on, the information made available to Morgan Stanley as of, and the financial condition of
Seagram, Vivendi and CANAL+ on, the date of the opinion.

Morgan Stanley was not authorized to solicit, and did not solicit, interest from any party regarding the
acquisition of Seagram or any of its assets. Additionally, Morgan Stanley’s opinion does not address
Seagram’s underlying business decision to participate in the merger transactions.

The following is a summary of the material financial analyses performed by Morgan Stanley in
preparing its opinion. Some of these summaries of financial analyses include information presented in
tabular format. In order to fully understand the financial analyses used by Morgan Stanley, the tables
must be read together with the text of each summary. The tables alone do not constitute a complete
description of the financial analyses performed by Morgan Stanley.
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Historical Public Market Trading Value. Morgan Stanley reviewed the stock price performance of
Seagram based on an analysis of the historical closing prices and trading volumes of Seagram common
shares on the NYSE from January 2, 1997 through June 16, 2000. The following table lists the low,
average and high daily closing prices of Seagram common shares for the periods indicated.

Historical Seagram Common
Share Prices

Low Average High
Entire Period. ... ... U.S.$25.19 U.S.$42.91 U.S.$64.50
One Year ended June 16,2000 .......................... 37.00 51.37 64.50
Six Months ended June 16,2000 . ........................ 43.13 54.46 64.50
Three Months ended June 16, 2000....................... 43.81 53.72 63.94
One Month ended June 16,2000 ......................... 43.81 50.12 62.44
Ten Days ended June 16,2000 .......................... 48.44 54.55 62.44

Morgan Stanley also reviewed the stock price performance of Vivendi based on an analysis of the
historical closing prices and trading volumes of Vivendi ordinary shares on the Paris Bourse from
December 31, 1996 through June 16, 2000. The following table lists the low, average and high daily
closing prices of Vivendi ordinary shares for the periods indicated.

Historical Vivendi Ordinary
Share Prices

Low Average High
Entire Period . .. ... . . €31.38 € 64.30 €141.60
One Year ended June 16, 2000 .. ... ... i 61.45 92.06 141.60
Six Months ended June 16, 2000 ........... . ... ... ... . ... 80.05 110.12 141.60
Three Months ended June 16, 2000 ... ........ ... ... ... 98.45 113.46 129.60
One Month ended June 16, 2000 . ........ ...ttt 98.45 110.75 119.20
Ten Days ended June 16,2000 ... ......c.ccoiiiiiiiniiinennan.. 98.45 109.14 116.00

Morgan Stanley also reviewed the stock price performance of CANAL+ based on an analysis of the
historical closing prices and trading volumes of CANAL+ ordinary shares on the Paris Bourse from
December 30, 1998 through June 16, 2000. The following table lists the low, average and high daily
closing prices of CANAL+ ordinary shares for the periods indicated.

Historical CANAL+ Ordinary
Share Prices

Low Average High
Entire Period .. ... .. . € 51.90 €118.59 €360.30
One Year ended June 16, 2000 ... ... ... . 0. 56.10 141.67 360.30
Six Months ended June 16, 2000 .......... ... ... ... . .. . ... ... 108.10 214.49 360.30
Three Months ended June 16,2000 ........... ... ... ... ... ... ... 165.00 219.21 276.00
One Month ended June 16,2000 ......... ... ..., 165.00 201.63 230.10
Ten Days ended June 16,2000 ........ ..ot iininn. 200.90 206.64 214.10

Comparative Stock Price Performance. As part of its analysis, Morgan Stanley reviewed the recent
stock price performance of Seagram and compared this performance with that of the following companies
and market index:

Media and Entertainment Spirits and Wine
Companies Companies Market Index
The Walt Disney Company Allied Domecq Plc Standard & Poor’s 500 Index
Viacom Inc. Brown-Forman Corporation
News Corp Ltd. Diageo Plc
AOL Pernod-Ricard SA
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Morgan Stanley observed that over the period from December 31, 1998 to June 16, 2000, the closing
market prices appreciated as set forth below:

% Appreciation

SEAGTAIM . . o ottt et e e e 61.7%
The Walt Disney COmMPany . . ... ...ttt e e e e e e e 37.3%
Viacom InC. ... e 84.2%
News Corp Ltd. ... o 110.4%
A O 41.0%
Four Media and Entertainment Companies (equal-weighted index) ..................... 67.8%
Four Spirits and Wine Companies (equal-weighted index) ............................. 0.7%
Standard & Poor’s 500 Index . ...... ... 19.1%

Morgan Stanley noted that no company used in this comparative stock price analysis is identical to
Seagram.

Morgan Stanley also compared the closing market price of Seagram common shares on June 12, 2000
to the closing market price of Seagram common shares on June 16, 2000, and concluded that this was a
period during which speculation regarding a potential business combination involving Seagram materially
affected the market price of Seagram common shares. This analysis indicated that between June 12, 2000
and June 16, 2000, the closing market price of Seagram common shares appreciated 21.4%. Morgan
Stanley also noted that on June 14, 2000, Seagram and Vivendi each made a public announcement stating
that the companies were engaged in discussions regarding a potential business combination.

Morgan Stanley also reviewed the price performance of Vivendi ordinary shares and CANAL+
ordinary shares and compared these with that of the following market indices:

e Morgan Stanley Capital International European Wireless
e Morgan Stanley Capital International European Media

« FTSE EUROTOP 300 Utilities Index

e Dow Jones EURO STOXX 50 Index

o CAC-40 Index

Morgan Stanley observed that over the period from December 31, 1998 to June 16, 2000, the closing
market prices appreciated as set forth below:
% Appreciation

VIVENdi . . oo 36.8%
CAN AL o 245.8%
Morgan Stanley Capital International European Wireless . .............. ... ... ... ..... 81.9%
Morgan Stanley Capital International European Media............. ... . ... ... . .... 59.8%
FTSE EUROTOP 300 Utilities Index . ...t (4.4)%
Dow Jones EURO STOXX 50 Index .......couiiiniii i 58.0%
CAC-40 IndexX . . . oottt 63.7%

Morgan Stanley also compared the closing market price of Vivendi ordinary shares on June 12, 2000
to the closing market price of Vivendi ordinary shares on June 16, 2000, and concluded that this was a
period during which speculation regarding a potential business combination involving Vivendi materially
affected the market price of Vivendi ordinary shares. This analysis indicated that between June 12, 2000
and June 16, 2000, the closing market price of Vivendi ordinary shares decreased 14.7%.

Securities Research Analysts’ Future Price Targets. Morgan Stanley reviewed and analyzed future
public market trading price targets for Seagram common shares and Vivendi ordinary shares prepared and
published by securities research analysts during the period from May 4, 2000 to June 7, 2000, for
Seagram, and from March 3, 2000 to May 18, 2000, for Vivendi. These targets reflected each analyst’s
estimate of the future public market trading price of Seagram common shares and Vivendi ordinary shares
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at the end of the particular time period considered for each estimate. Discount rates were selected based in
part on analyses used to derive an estimated cost of equity capital for each of Seagram and Vivendi and on
the experience and professional judgment of Morgan Stanley. Using an equity cost of capital of 12.4% as a
discount rate for Seagram and an equity cost of capital of 11.7% as a discount rate for Vivendi, Morgan
Stanley discounted the analysts’ price estimates to June 16, 2000, to arrive at a range of present values of
these targets as set forth below:

Present Value Range
Low High

Seagram Public Market Trading Price........... ... ... o i it U.S.$ 56 U.S.$ 76
Vivendi Public Market Trading Price....... ... . ... ... .. € 117 € 156

To estimate the equity cost of capital for each of Seagram and Vivendi, Morgan Stanley used a
capital asset pricing model (CAPM) methodology and each company’s predicted equity beta, which is a
measure of volatility and risk used to estimate the cost of a company’s equity financing. The difference
between the estimated equity cost of capital used for Seagram and Vivendi results from a slightly higher
Seagram equity beta and a higher dividend yield for Vivendi.

Morgan Stanley noted that the public market trading prices published by the securities research
analysts do not reflect current market trading prices for Seagram common shares or Vivendi ordinary
shares and that these estimates are subject to uncertainties, including the future financial performance of
Seagram and Vivendi and future financial market conditions.

Analysis of Selected Precedent Transactions. As part of its analysis, Morgan Stanley reviewed the
following seven transactions involving large media and entertainment companies since 1993:

e January 2000 — Time Warner Inc./EMI Group plc;

 January 2000 — AOL/Time Warner Inc.;

e September 1999 — Viacom Inc./CBS Corporation;

e May 1998 — Seagram/PolyGram N.V_;

e August 1995 — Time Warner Inc./Turner Broadcasting System, Inc.;
e June 1995 — Seagram/MCA Inc., and

» September 1993 — Viacom Inc./Paramount Communications Inc.

For each of these transactions, Morgan Stanley reviewed the prices paid and calculated the implied
multiples of the last twelve months (LTM) earnings before interest, taxes, depreciation and amortization
(EBITDA). This analysis indicated multiples ranging from 15.3x to 30.1x LTM EBITDA for these
transactions, with a median multiple of 21.8x. Morgan Stanley also analyzed the multiples for Seagram
implied by the merger transactions. Based on EBITDA for Seagram for the LTM period ended March 31,
2000, the merger consideration implied an EBITDA multiple of 24.2x, based on a purchase price for
Seagram of U.S.$77.35 per share, which assumes that the Vivendi closing share price is within the Collar
(as defined below), and a multiple of 23.9x, based on the terms of the exchange ratio and a closing share
price for Vivendi of €99.00 on June 16, 2000.

No transaction used in the analysis of selected precedent transactions is identical to the merger
transactions. In evaluating the precedent transactions, Morgan Stanley made judgments and assumptions
with regard to industry performance, business, economic, market and financial conditions and other
matters, many of which are beyond the control of Seagram and Vivendi, including the impact of
competition on Seagram or Vivendi and the industries in which they are principally engaged, the growth of
these industries and the absence of any material adverse change in the financial condition and prospects of
Seagram or Vivendi or the industries in which they are principally engaged or in the financial markets in
general.
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Exchange Ratio Analysis. Morgan Stanley compared the low and high exchange ratios pursuant to
the collar arrangement (the Collar) set forth in the plan of arrangement to the ratio of the closing market
prices of Seagram common shares and Vivendi ordinary shares on June 16, 2000, the last trading day prior
to the meeting of the Seagram board of directors, and June 12, 2000, the day prior to initial press reports
regarding a potential business combination involving Seagram and Vivendi. Morgan Stanley also compared
these ratios to selected average historical ratios of the closing market prices of Seagram common shares to
Vivendi ordinary shares over various periods from January 4, 1999 to June 16, 2000. Morgan Stanley then
calculated the premiums represented by each of the low end of the Collar and the high end of the Collar
over the averages of these historical ratios. For purposes of calculating the exchange ratios, Morgan
Stanley converted the Vivendi ordinary share prices from euros to U.S. dollars using the applicable noon
buying rate as reported by the U.S. Federal Reserve Bank. The results of this analysis are set forth below:

0.6221-Low 0.8000-High

End of Collar End of Collar

Market % Premium/ % Premium/

Exchange Ratio (Discount) (Discount)
June 16, 2000 .. .. ..o 0.643 (3.3)% 24.4%
June 12,2000 ... ... o 0.455 36.7% 75.8%
One Month Average .............coiiiiinnnenn.n. 0.484 28.4% 65.2%
Three Month Average . ....... ..., 0.506 22.9% 58.1%
Six Month Average . ..........c.iiiiiiineiinaon.. 0.514 20.9% 55.5%
One Year AVErage . ... ovvv ettt 0.571 8.9% 40.1%
Entire Period Average ...........c.coviiiiiiiiiiiinan. 0.583 6.7% 37.2%

Analysis of Premiums Implied by the Merger Transactions. Morgan Stanley calculated the
premiums to the prevailing market prices of Seagram common shares implied by the exchange ratio
pursuant to the merger agreement and the plan of arrangement. Set forth below are the implied premiums
to historical Seagram market prices based on a purchase price for Seagram of U.S.$77.35 per share, which
assumes that the Vivendi closing share price is within the collar, and the implied value of the exchange
ratio based on Vivendi’s closing share price of €99.00 on June 16, 2000:

% Premium to Market Price
Implied Value of Exchange

U.S.$77.35 Ratio on June 16, 2000
June 16, 2000 . . ... . 25.9% 24.4%
June 12, 2000 . . ... e 52.8% 50.9%
One Month Prior. ... ... .. . 53.5% 51.7%

For purposes of calculating these implied premiums, Morgan Stanley converted the Vivendi ordinary
share price from euros to U.S. dollars using the noon buying rate as reported by the U.S. Federal Reserve
Bank on June 16, 2000.

Sum of the Parts Analysis. Morgan Stanley performed a “sum of the parts” analysis of Seagram by
assessing the value of each of Seagram’s principal business segments and other assets and then deriving a
range of values for Seagram as a whole. Morgan Stanley considered relevant values for: (i) the
consolidated businesses of Seagram, including the filmed entertainment business, the music business, the
recreation operations and the spirits and wine business; (ii) Seagram’s investments in unconsolidated non-
public businesses; and (iii) Seagram’s holdings in public companies. Using various methodologies that
Morgan Stanley deemed appropriate for each business segment and asset analyzed, this analysis implied a
range of equity values per Seagram common share of approximately U.S.$52 to U.S.$68.

Morgan Stanley also performed a “sum of the parts” analysis of Vivendi. Morgan Stanley considered
relevant values for: (i) Vivendi’s consolidated businesses, including the environmental business, the
telecommunications business and the media and publishing business; (ii) Vivendi’s investments in
unconsolidated nonpublic businesses; and (iii) Vivendi’s holdings in public companies. Using various
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methodologies that Morgan Stanley deemed appropriate for each business segment and asset analyzed, this
analysis implied a range of equity values per Vivendi ordinary share of approximately €85 to €140.

Pro Forma Analysis of the Merger Transactions. Morgan Stanley analyzed the pro forma impact of
the merger transactions on Vivendi and observed that, based on financial projections prepared by the
respective managements of Seagram, Vivendi and CANAL+, the merger transactions would result in
diminution of the estimated compound annual growth rate in reported revenues and EBITDA for Vivendi
between the calendar years 2000 and 2002. Morgan Stanley’s pro forma analysis did not include the effects
of any strategic, financial or operational benefits anticipated from the merger transactions. Morgan Stanley
also noted that the pro forma analysis suggested that the merger transactions would result in a more
leveraged capital structure for Vivendi, resulting from the addition of Seagram’s net debt, estimated by
Seagram’s management to be approximately U.S.$7 billion at the end of the calendar year 2000.

Morgan Stanley performed a variety of financial and comparative analyses for purposes of providing
its opinion to the board of directors of Seagram as to the fairness of the exchange ratio pursuant to the
merger agreement and the plan of arrangement from a financial point of view to the holders of Seagram
common shares. While the foregoing summary describes the material analyses performed and factors
reviewed by Morgan Stanley for its opinion, it is not intended to be a description of all the analyses
performed and factors reviewed by Morgan Stanley in arriving at its opinion. The preparation of a fairness
opinion is a complex process and is not necessarily susceptible to partial analysis or summary description.
In arriving at its opinion, Morgan Stanley considered the results of all of its analyses as a whole and did
not attribute any particular weight to any analysis or factor considered by it. Furthermore, Morgan Stanley
believes that selecting any portion of its analyses, without considering all analyses, would create an
incomplete view of the process underlying its opinion. In addition, Morgan Stanley may have given various
analyses and factors more or less weight than other analyses and factors and may have deemed various
assumptions more or less probable than other assumptions, so that the ranges of valuations resulting from
any particular analysis described above should not be taken to be Morgan Stanley’s view of the actual
value of Seagram, Vivendi or CANAL+.

In performing its analyses, Morgan Stanley made numerous assumptions with respect to industry
performance, general business and economic conditions and other matters, many of which are beyond the
control of Seagram, Vivendi or CANAL+. Any estimates contained in Morgan Stanley’s analyses are not
necessarily indicative of future results or actual values, which may be significantly more or less favorable
than those suggested by these estimates. These analyses were prepared solely as part of Morgan Stanley’s
analysis of the fairness of the exchange ratio pursuant to the merger agreement and the plan of
arrangement from a financial point of view to the holders of Seagram common shares and were conducted
in connection with the delivery of its opinion to the board of directors of Seagram.

The exchange ratio and other terms of the merger transactions were determined through arm’s-length
negotiations between Seagram, Vivendi and CANAL+ and were approved by the Seagram board of
directors. Morgan Stanley provided advice to Seagram during the negotiations; however, Morgan Stanley
did not recommend any specific exchange ratio to Seagram or that any specific exchange ratio constituted
the only appropriate exchange ratio for the merger transactions. In addition, as described above, Morgan
Stanley’s opinion was one of many factors taken into consideration by the Seagram board of directors in
making its decision to approve the merger transactions. Consequently, the Morgan Stanley analyses
described above should not be viewed as determinative of the opinion of the Seagram board of directors
with respect to the value of Seagram or of whether the Seagram board of directors would have been
willing to agree to a different exchange ratio.

The Seagram board of directors retained Morgan Stanley based upon Morgan Stanley’s qualifications,
experience and expertise. Morgan Stanley is an internationally recognized investment banking and advisory
firm. Morgan Stanley, as part of its investment banking and financial advisory business, is continuously
involved in the valuation of businesses and their securities in connection with mergers and acquisitions,
negotiated underwritings, competitive biddings, secondary distributions of listed and unlisted securities,
private placements and valuations for corporate and other purposes. In the ordinary course of business,
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Morgan Stanley or its affiliates may from time to time trade in the securities or indebtedness of Seagram,
Vivendi or CANAL+ for its own account, the accounts of investment funds and other clients under the
management of Morgan Stanley and for the accounts of customers and, accordingly, may at any time hold
a long or short position in such securities or indebtedness.

Pursuant to its engagement, Morgan Stanley provided financial advisory services and the fairness
opinion to Seagram in connection with the merger transactions, and Seagram has agreed to pay Morgan
Stanley a fee of U.S.$10 million in connection with this engagement. Seagram has also agreed to
reimburse Morgan Stanley for any out-of-pocket expenses incurred in performing its services and to
indemnify Morgan Stanley and its affiliates, their respective directors, officers, agents and employees and
each person, if any, controlling Morgan Stanley or any of its affiliates against various liabilities and
expenses, including various liabilities under the federal securities laws, related to or arising out of Morgan
Stanley’s engagement as financial advisor to Seagram in connection with the merger transactions. In
addition to acting as Seagram’s financial advisor in connection with the merger transactions, Morgan
Stanley has, during the past two years, advised Seagram on other business combination transactions and
has acted as underwriter in certain of Seagram’s securities offerings. In connection with the provision of
those services, Morgan Stanley received compensation from Seagram of approximately $27 million.

Subsequent to its engagement in connection with the merger transactions and the rendering of its
fairness opinion, Seagram separately engaged Morgan Stanley to act as its financial advisor in connection
with the potential divestiture of Seagram’s Spirits and Wine business. Seagram has agreed to pay Morgan
Stanley a customary fee for those services.

Opinion of CANAL~’s Financial Advisor

CANAL+ retained Merrill Lynch International to act as its financial advisor in connection with the
merger transactions. On June 19, 2000, Merrill Lynch delivered to the CANAL+ board of directors an
oral opinion, subsequently confirmed by a written opinion dated as of June 19, 2000, to the effect that, as
of the date of the opinion, and based upon and subject to the factors and assumptions set forth in the
opinion, the “CANAL+ Exchange Ratio” was fair from a financial point of view to the holders of
CANAL+’s shares, other than Vivendi and its affiliates. The “CANAL+ Exchange Ratio” was defined in
the opinion as the ratio of two Vivendi Universal shares being delivered to each CANAL+ shareholder for
each share in Canal Holdco.

The full text of Merrill Lynch’s opinion dated June 19, 2000, which sets forth the assumptions made,
matters considered and qualifications and limitations on the review undertaken by Merrill Lynch, is, with
Merrill Lynch’s prior written consent, attached hereto as Annex L to this joint proxy statement-prospectus
and is incorporated into this joint proxy statement-prospectus by reference. The summary of Merrill
Lynch’s fairness opinion set forth below is qualified in its entirety by reference to the full text of the
opinion. CANAL+ shareholders are urged to read the opinion carefully in its entirety.

Merrill Lynch’s opinion was delivered to the CANAL+ board of directors for its information and is
directed only to the fairness, from a financial point of view, of the “CANAL+ Exchange Ratio” to
CANAL+ shareholders other than Vivendi and its affiliates, does not address any other aspect of the
merger transactions, including the merits of the underlying decision by CANAL+ to engage in the merger
transactions, and does not constitute a recommendation to any CANAL+ shareholder as to how any
shareholder should vote as to any matter relating to the merger transactions. In addition, Merrill Lynch
did not express any opinion as to the prices at which the Vivendi shares, the CANAL+ shares, the
Vivendi Universal shares, the exchangeable shares or the Seagram common shares will trade following the
completion of the merger.

In preparing its opinion to the CANAL+ board of directors, Merrill Lynch performed a variety of
financial and comparative analyses, including those described below. The summary set forth below does
not purport to be a complete description of the analyses underlying Merrill Lynch’s opinion or the
presentation made by Merrill Lynch to the CANAL+ board of directors. The preparation of a fairness
opinion is a complex analytic process involving various determinations as to the most appropriate and
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relevant methods of financial analysis and the application of those methods to the particular circumstances
and, therefore, a fairness opinion is not readily susceptible to partial analysis or summary description. In
arriving at its opinion, Merrill Lynch did not attribute any particular weight to any analysis or factor
considered by it, but rather made qualitative judgments as to the significance and relevance of each
analysis and factor. Accordingly, Merrill Lynch believes that its analyses must be considered as a whole
and that selecting portions of its analyses and factors, without considering all of the analyses and factors,
or the narrative description of the analyses, would create a misleading or incomplete view of the process
underlying its opinion.

In performing its analyses, Merrill Lynch made numerous assumptions with respect to industry
performance, general business, economic, market and financial conditions and other matters, many of
which are beyond the control of Merrill Lynch or CANAL+. Any estimates contained in the analyses
performed by Merrill Lynch are not necessarily indicative of actual values or future results, which may be
significantly more or less favorable than suggested by such analyses. Additionally, estimates of the value of
businesses or securities do not purport to be appraisals or to reflect the prices at which such businesses or
securities might actually be sold. Accordingly, such analyses and estimates are inherently subject to
substantial uncertainty. In addition, as described above, Merrill Lynch’s opinion was among several factors
taken into consideration by the CANAL+ board of directors in making its determination to approve the
merger transactions. Consequently, Merrill Lynch’s analyses should not be viewed as determinative of the
decision of the CANAL+ board of directors or CANAL+’s management with respect to the fairness of
the “CANAL+ Exchange Ratio.”

In arriving at its opinion, Merrill Lynch, among other things, did the following:

e reviewed CANAL+’s annual reports and related financial information for the five fiscal years ended
December 31, 1999;

 reviewed Vivendi’s annual reports and related financial information for the five fiscal years ended
December 31, 1999;

 reviewed Seagram’s annual reports and related financial information for the five fiscal years ended
June 30, 1999;

 reviewed certain information, including financial forecasts, relating to the business, earnings, cash
flow, assets, liabilities and prospects of CANAL+, Vivendi and Seagram, furnished to Merrill
Lynch by CANAL+, Vivendi and Vivendi’s outside advisors, as well as a description of the amount
of the cost savings and other synergies expected to result from the merger transactions furnished to
Merrill Lynch and prepared by CANAL+ and Vivendi;

« conducted discussions with members of senior management of CANAL+ and Vivendi’s outside
advisors concerning the businesses and prospects of CANAL+, Vivendi and Seagram before and
after giving effect to the merger transactions;

» reviewed the historical market prices and trading activity for the CANAL+ shares, the Vivendi
shares and the Seagram common shares and compared them with that of certain publicly traded
companies which Merrill Lynch deemed to be reasonably similar to CANAL+, Vivendi and
Seagram, respectively;

e compared the results of operations of CANAL+, Vivendi and Seagram with that of certain
companies which Merrill Lynch deemed to be reasonably similar to CANAL+, Vivendi and
Seagram, respectively;

» compared the proposed financial terms of the merger transactions with the financial terms of certain
other transactions which Merrill Lynch deemed to be relevant;

 reviewed the potential pro forma impact of the merger transactions;

 reviewed the merger agreement, including the plan of arrangement; and
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« reviewed such other financial studies and analyses and took into account such other matters as
Merrill Lynch deemed necessary, including Merrill Lynch’s assessment of general economic, market
and monetary conditions.

In preparing its opinion, Merrill Lynch assumed and relied on the accuracy and completeness of all
information supplied or otherwise made available to Merrill Lynch, discussed with or reviewed by or for
Merrill Lynch, or publicly available, and did not assume any responsibility for independently verifying such
information or undertaken an independent evaluation or appraisal of any of the assets or liabilities of
CANAL+, Vivendi or Seagram and was not furnished with any such evaluation or appraisal. In addition,
Merrill Lynch has not assumed any obligation to conduct any physical inspection of the properties or
facilities of CANAL+, Vivendi or Seagram, nor was it permitted access to Seagram’s or Vivendi’s
management for the purposes of conducting discussions concerning each of their respective businesses and
prospects.

With respect to the financial forecast information furnished to or discussed with Merrill Lynch by
CANAL+, Vivendi and Vivendi’s outside advisors, Merrill Lynch assumed that they were reasonably
prepared and reflected the best currently available estimates and judgments of the managements of
CANAL+ and Vivendi, and of Vivendi’s outside advisors, as to the expected future financial performance
of CANAL+, Vivendi and Seagram, as the case may be. With respect to the expected synergies furnished
to or discussed with Merrill Lynch, Merrill Lynch assumed that they were reasonably prepared and
reflected the best currently available estimates and judgments of the managements of CANAL+ and
Vivendi as to the expected synergies. Merrill Lynch also assumed that the transactions comprising the
merger transactions, including the spin off of the transferred business to CANAL+ shareholders, will
qualify as tax-free reorganisations for income tax purposes in the relevant jurisdictions.

Merrill Lynch’s opinion is necessarily based upon market, economic and other conditions as they
existed and could be evaluated on, and on the information made available to Merrill Lynch as of, the date
of the opinion. Merrill Lynch assumed that in the course of obtaining the necessary regulatory or other
consents or approvals (contractual or otherwise) for the merger transactions, no restrictions, including any
divestiture requirements or amendments or modifications, will be imposed that will have a material adverse
effect on the expected benefits of the merger transactions.

In connection with the preparation of its opinion, Merrill Lynch was not authorized by CANAL+ or
its board of directors to solicit, nor did it solicit, third-party indications of interest for the acquisition of all
or any part of CANAL+.

The following is a summary of the material financial analyses used by Merrill Lynch in connection
with providing its opinion, dated as of June 19, 2000, to the CANAL+ board of directors. The following
summaries of financial analyses include information presented in tabular format. You should read these
tables together with the text of each summary.

(i) Historical Stock Trading Analyses

Merrill Lynch reviewed historical trading prices of CANAL+ ordinary shares during the twelve-
month period preceding June 16, 2000. The price of CANAL+ ordinary shares ranged from a low of €55.7
on September 9, 1999 to a high of €360.0 on March 10, 2000. Merrill Lynch noted that both the pre-leak
implied offer price of €236.0 and the then current implied offer price of €201.0 per CANAL+ ordinary
share, in each case determined by multiplying the market price of Vivendi ordinary shares by the 2.0
exchange ratio to be paid to the holders of CANAL+ ordinary shares in the merger, and adjusting such
amounts for the regulated CANAL+ business to be retained by CANAL+ ordinary shareholders were
within that range.

Merrill Lynch reviewed historical trading prices of Vivendi ordinary shares during the twelve-month
period preceding June 16, 2000. The price of Vivendi ordinary shares during this period ranged from a low
of €61.0 during October 1999 to a high of €150.0 during March 2000. Merrill Lynch noted that both the
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pre-leak market price of €115.0 per Vivendi ordinary share and the then current market price of €98.0 per
Vivendi ordinary share were within that range.

Merrill Lynch reviewed historical trading prices of Seagram common shares during the twelve-month
period preceding June 16, 2000. The price of Seagram common shares during this period ranged from a
low of U.S.$37.0 during October 1999 to a high of U.S.$64.5 during March 2000. Merrill Lynch noted
that the pre-leak implied offer price of U.S.$77.4 was higher than this range.

(ii) Review of Research Analyst Price Targets

Merrill Lynch reviewed reports on CANAL+ prepared by various equity research analysts during the
two-month period commencing March 6, 2000 through May 15, 2000. Each report contained price targets
reflecting the relevant analyst’s estimate of the future public market trading price of CANAL+ ordinary
shares at the end of the particular time period considered. Merrill Lynch noted that the target price per
CANAL+ ordinary share in such reports ranged from a low of €235.0 to a high of €365.0, yielding an
implied equity value ranging from €30.1 billion to €46.8 billion, based on 128.1 million outstanding
CANAL+ ordinary shares on a fully diluted basis. Merrill Lynch noted that while the then current
implied offer price of €201.0 per Seagram common share was below this range, the pre-leak implied offer
price of €236.0 per Seagram common share was within this range.

Merrill Lynch reviewed reports on Vivendi prepared by various equity research analysts during the
three-month period commencing February 15, 2000 through May 18, 2000. Each report contained price
targets reflecting the relevant analyst’s estimate of the future public market trading price of Vivendi
ordinary shares at the end of the particular time period considered. Merrill Lynch noted that the target
price per Vivendi ordinary share in such reports ranged from a low of €150.0 to a high of €162.0. Merrill
Lynch noted that both the pre-leak market price of €115.0 per Vivendi ordinary share and the then current
market price of €98.0 per Vivendi ordinary share were below this range.

Merrill Lynch reviewed various reports on Seagram prepared by various equity research analysts
during the six-month period commencing January 6, 2000 through June 15, 2000. Each report contained
price targets reflecting the relevant analyst’s estimate of the future public market trading price of Seagram
common shares at the end of the particular time period considered. Merrill Lynch noted that the target
price per Seagram common share ranged from a low of U.S.$64.0 to a high of U.S.$84.5. Merrill Lynch
noted that the pre-leak implied offer price of U.S.$77.4 per Seagram common share was within this range.

Merrill Lynch noted that the public market trading prices published by the securities research analysts
did not reflect then current market trading prices for CANAL+ ordinary shares, Vivendi ordinary shares
or Seagram common shares and that these estimates are subject to uncertainties, including the future
financial performance of CANAL+, Vivendi and Seagram and future financial market conditions.

(iii) Sum of the Parts Valuations

Merrill Lynch performed a “sum of the parts” analysis of CANAL+ by assessing value ranges for
various CANAL+ business units to arrive at a composite enterprise value range and then adjusting such
enterprise value range for net debt. Merrill Lynch reviewed CANAL+’s percentage ownership of each pay
TV business unit and multiplied CANAL+’s pro rata share of subscribers from each such business unit by
assumed values per subscriber ranging between €1,000 to €2,500. In the case of thematic channels, Merrill
Lynch based the equity value of such business units based on recent transaction prices paid in connection
with such business units, or based upon multiples of revenue ranging from 7.5x to 8.5x. CANAL+
Technologies was valued at 35.0x — 45.0x revenue, and other publicly traded business units were valued at
their then current share prices. Based upon the foregoing analysis, Merrill Lynch derived the following
composite equity valuation range and value per CANAL+ ordinary share as follows:

Equity Value Range ....................... €24.2 billion — €31.0 billion
Value Range per Share..................... €189.0 — €242.0



Merrill Lynch noted that both the pre-leak implied offer price of €236.0 and the then current implied offer
price of €201.0 per CANAL+ ordinary share were within this range.

Merrill Lynch performed a “sum of the parts” analysis of Vivendi by assessing value ranges for
various Vivendi business units to arrive at a composite enterprise value range and adjusting such enterprise
value range for net debt. Merrill Lynch reviewed Vivendi’s percentage ownership of each of its
telecommunications, media, environment and other business units and multiplied Vivendi’s pro rata share
of the equity of each such business unit by assumed market values for each business unit derived from
various methodologies that Merrill Lynch deemed appropriate, including discounted cash flow analyses,
public comparable trading analyses, and public and private comparable transactions analyses. Based upon
the foregoing analysis, Merrill Lynch derived the following composite equity valuation range and value per
Vivendi ordinary share as follows:

Equity Value Range ....................... €65.5 billion — €86.9 billion
Value Range per Share..................... €98.0 — €131.0

Merrill Lynch noted that both the pre-leak market price of €115.0 per Vivendi ordinary share and the then
current market price of €98.0 per Vivendi ordinary share were within this range.

Merrill Lynch performed a “sum of the parts” analysis of Seagram by assessing value ranges for
various Seagram business units to arrive at a composite enterprise value range and then adjusting such
composite enterprise value range for net debt. With respect to Seagram’s consolidated assets, Merrill
Lynch applied various multiples it deemed appropriate to estimated earnings before income, taxes,
depreciation and amortization for the year 2000 provided to it by Vivendi’s management and financial
advisors. With respect to Seagram’s non-consolidated public investments, including in USA Networks,
DuPont, Loews Cineplex and Interplay, and other non-consolidated private investments, Merrill Lynch
applied a variety of valuation methodologies it deemed appropriate with respect to such business units,
including separate sum of the parts valuations, estimated market values and discounted future dividend
streams. Based upon the foregoing analysis, Merrill Lynch derived the following composite equity valuation
range and value per Seagram common share as follows:

Equity Value Range . ............... U.S.$29.6 billion — U.S.$38.2 billion
Value Range per Share ............. U.S.$60.3 — U.S.$77.8

Merrill Lynch noted that the pre-leak implied offer price of U.S.$77.4 per Seagram common share was
within this range.

(iv) Selected Private Market Transactions Analysis

Merrill Lynch reviewed certain information relating to eleven selected private transactions in the
media industry since September 1996, comparing enterprise value as a multiple of subscribers. Merrill
Lynch arrived at the following low, average and high figures for implied enterprise value per subscriber and
noted that private market valuations were on average, well below current public market ratings:

High Implied Enterprise Value/Subscriber ................... U.S.$3,000
Average Implied Enterprise Value/Subscriber ................ U.S.$1,645
Low Implied Enterprise Value/Subscriber.................... U.S.$1,020

Merrill Lynch noted that, based on an implied enterprise value per subscriber range of U.S.$2,000 to
U.S.$2,500, CANAL+ would have an implied equity valuation range of €25.5 billion to €30.3 billion and
that Vivendi’s 48.9% stake would have an implied equity valuation range of €12.5 billion to €14.8 billion.
On a per share basis, this analysis yielded an implied price range per CANAL+ ordinary share ranging
from €213 to €251. Merrill Lynch noted that while the then current implied offer price of €201 per
CANAL+ ordinary share was below this range, the pre-leak implied offer price of €236 was within this
range.
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(v) Implied Premium Analysis

Merrill Lynch reviewed the closing market prices of Vivendi ordinary shares on June 9, 2000 and on
June 16, 2000. Based on the 2.0x exchange ratio to be provided to the holders of CANAL+ ordinary
shares under the merger agreement and plan of arrangement and accounting for the regulated CANAL+
business to be retained by the holders of CANAL+ ordinary shares, Merrill Lynch calculated an implied
value per CANAL+ ordinary share ranging from €204 to €238. Merrill Lynch compared this value range
per CANAL+ ordinary share and calculated an implied premium (discount) to CANAL+’s price per
ordinary share over selected periods ending June 16, 2000 as follows:

CANAL+ Implied Premium Implied Premium

Ordinary (Discount) as of (Discount) as of
M Share Price June 16, 2000 June 9, 2000
June 16,2000 ....... .. ... .. . .. €201 1% 18%
June 9,2000 . ....... .. ... €214 (5)% 11%
Three Month Average ...................... €219 (71 % 9%
52-week High .o ooooe e €360 (43)% (34)%
S52-week Low ... ... ... € 56 264% 324%

(vi) Relative Valuation Analysis

Using implied value per share ranges of CANAL+ ordinary shares and Vivendi ordinary shares
derived from the Historical Stock Trading Analyses, Review of Analyst Price Targets and Sum of the
Parts Valuations discussed in sections (i), (ii) and (iii) above, Merrill Lynch divided the highest and
lowest price per CANAL+ ordinary share by the highest and lowest price per Vivendi ordinary share
resulting from such analyses. Merrill Lynch calculated implied exchange ratio ranges of Vivendi ordinary
shares per CANAL+ ordinary shares as follows:

Range of Implied

Analysis Exchange Ratio
Historical 12-Month Trading Range ............ ... ... . ... .. .... 0.72x - 2.50x
Analyst Price Targets .........c.ouiiiiiiei i, 1.41x - 2.39x
Sum of the Parts Valuation ................... ... ... .. ......... 1.40x - 2.42x

Merrill noted that the exchange ratio of 2.0 Vivendi ordinary shares for each CANAL+ ordinary share to
be received in connection with the merger transactions fell within the ranges implied by this Relative
Valuation Analysis.

(vii) “Has-Gets” Analysis

Merrill Lynch applied the composite equity value ranges implied by the Sum of the Parts Valuation
discussed in section (iii) above for each of Vivendi, CANAL+’s non-regulated businesses and Seagram
assets and adjusted such amounts for assumed synergies to arrive at an implied composite equity value
range of €114.4 billion to €150.3 billion for the combined enterprise. Merrill Lynch applied a range of
exchange ratios between 0.622 and 0.800 to be received by Seagram shareholders pursuant to the merger
transactions to such composite equity values and derived a range of pro forma percentage ownership in the
combined entity to be received by Vivendi, CANAL+, and Seagram shareholders, respectively. Based
upon such analysis, Merrill Lynch estimated that while CANAL+ shareholders would be contributing
approximately 10% of the equity enterprise value, they would receive between 11% and 12% of the equity
value of the combined enterprise resulting from the merger transactions.

Merrill Lynch is acting as financial advisor to CANAL+ in connection with the merger transactions
and will receive a fee of €10 million from CANAL+ for its services, a significant portion of which is
contingent upon the consummation of all or parts of the merger transactions. In addition, CANAL+ has
agreed to indemnify Merrill Lynch for certain liabilities arising out of its engagement. Merrill Lynch has in
the past provided financial advisory and financing services to CANAL+. In the past two years, Merrill
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Lynch was paid a fee of approximately U.S.$3.5 million in connection with the initial public offering of
Studio CANAL. Merrill Lynch may continue to provide these financial advisory and financing services and
to receive fees for rendering these services and may participate in a proposed financing transaction for a
subsidiary of CANAL+. In addition, in the ordinary course of Merrill Lynch’s business, Merrill Lynch
may actively trade CANAL+ shares and other securities of CANAL+, as well as securities of Vivendi
and Seagram, for Merrill Lynch’s own account and for the accounts of customers and, accordingly, may at
any time hold a long or short position in those securities.

Interests of Directors and Executive Officers in the Merger Transactions

When considering the recommendation of the board of directors of each of Vivendi, Seagram and
CANAL+ that shareholders vote in favor of the applicable merger transactions, you should be aware that
those companies’ directors and executive officers are subject to agreements or arrangements that may
cause them to have interests in the merger transactions that are different from, or in addition to, the
interests of their shareholders. Each company’s board was aware of these agreements and arrangements
during its deliberations of the merits of the merger transactions and considered them in its determination
to recommend that shareholders vote for the applicable merger transactions.

Board Arrangements

The merger agreement and the governance agreement provide for certain arrangements regarding the
composition of Vivendi Universal’s board of directors and board committees. Directors and board
committee members appointed in accordance with those arrangements will be entitled to compensation
from Vivendi Universal on the same basis as Vivendi Universal’s other directors and board committee
members. For a summary of the provisions of the governance agreement, including certain arrangements
relating to the ownership of Vivendi Universal equity by shareholders party to the governance agreement
following the closing of the merger transactions, see “— The Governance Agreement.”

Seagram intends to designate Edgar M. Bronfman, Charles R. Bronfman and Edgar Bronfman, Jr. to
serve as the initial Bronfman designees to the Vivendi Universal board of directors and Richard H. Brown
and André Desmarais as the other designees to Vivendi Universal’s board of directors. See “— The
Governance Agreement — Designees to Vivendi Universal’s Board of Directors.” Edgar M. Bronfman and
Edgar Bronfman, Jr. each maintains his principal residence in New York, New York. Charles R.
Bronfman’s principal residence is in Palm Beach, Florida, Richard H. Brown’s principal residence is in
Dallas, Texas and André Desmarais’s principal residence is in Westmount, Canada.

We expect that all 14 current members of Vivendi’s board of directors will become directors of
Vivendi Universal. In addition:

e Jean-Marie Messier, chairman and chief executive officer of Vivendi, will become chairman and
chief executive officer of Vivendi Universal;

e Edgar Bronfman, Jr. will become sole vice chairman of Vivendi Universal; and

 Pierre Lescure, chairman and chief executive officer of CANAL+, will become co-chief operating
officer of Vivendi Universal as well as a member of its board of directors.

Other than as described above, no Vivendi or CANAL+ officers, directors, directoral nominees or
associates of any of the foregoing have any substantial personal interest in the merger transactions.

Employment Agreement with Edgar Bronfman, Jr.

Seagram has agreed to enter into an employment agreement with Edgar Bronfman, Jr. that will be
guaranteed by Vivendi Universal. The employment agreement will have a four-year term beginning at the
effective time of the arrangement and will automatically be extended for additional one-year periods unless
Seagram or Mr. Bronfman provides 120 days’ written notice of termination prior to the next extension
date. The agreement provides that Mr. Bronfman will be the sole vice chairman of Vivendi Universal and
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Seagram, and will report to Vivendi Universal’s chairman, who will be the only executive senior to

Mr. Bronfman. Mr. Bronfman’s duties under the employment agreement will include primary responsibility
for music and spirits and wine. In addition, the operating head(s) of Vizzavi, Vivendi Net and other
Internet investments and activities will report directly to Mr. Bronfman.

Under the employment agreement, Mr. Bronfman will continue to receive an annual base salary of
U.S.$1,000,000 and have an annual target bonus equal to 300% of his base salary payable upon
achievement of annual performance targets. However, Mr. Bronfman will receive a minimum annual bonus
of U.S.$2,000,000 for the first two years of the agreement. Mr. Bronfman will also participate in all
Vivendi Universal and Seagram employee benefit plans at the levels afforded to other senior executives of
Vivendi Universal, but not less than the levels currently afforded to Mr. Bronfman by Seagram, and will
receive additional perquisites. At the beginning of the term of the agreement, Vivendi Universal will grant
Mr. Bronfman options to purchase 500,000 Vivendi Universal ADSs, and the chairman of Vivendi
Universal will recommend that the compensation committee grant Mr. Bronfman options to purchase an
additional 500,000 Vivendi Universal ADSs at the compensation committee’s first meeting after the
effective time of the arrangement. The exercise price for those options will be the fair market value of the
Vivendi Universal ADSs on the date of grant. The options will vest and become exercisable in equal
annual installments on each of the first three anniversaries of the effective time of the arrangement,
subject to Mr. Bronfman’s continued employment. Mr. Bronfman will also be entitled to future option
grants at the discretion of the compensation committee consistent with those awarded to Vivendi
Universal’s other senior executives.

If Mr. Bronfman’s employment is terminated by Vivendi Universal or Seagram (including by a failure
to extend the employment agreement) other than for “cause” or by Mr. Bronfman for “good reason,” in
each case generally as defined in his termination protection agreement described under “— Termination
Protection Agreements,” Mr. Bronfman will be entitled to the severance benefits provided under the
termination protection agreement. However, if Mr. Bronfman terminates his employment for good reason
based solely on his right to resign during the thirteenth month following the effective time of the
arrangement, the new options granted under the employment agreement will not accelerate.

Seagram will also indemnify Mr. Bronfman to the fullest extent permitted by applicable law and will
provide him with customary directors’ and officers’ liability insurance. Amounts payable to Mr. Bronfman
will be increased in the event he becomes subject to any U.S. excise tax upon a subsequent change of
control or to any French tax.

Termination Protection Agreements

Under the terms of termination protection agreements currently in effect between Seagram and some
of its executive officers and other senior executives, including Edgar Bronfman, Jr. and John D. Borgia,
those executives are entitled to severance and other benefits upon the occurrence of a change of control
followed by a termination of the executive’s employment without cause or a resignation by the executive
for “good reason.” The completion of the arrangement would constitute a change of control for purposes of
the termination protection agreements. If an executive party to a termination protection agreement is also
subject to an employment or other agreement that provides for higher payments or benefits, that
agreement will control in lieu of the termination protection agreement to the extent of those greater
benefits.

In the case of the termination protection agreement with Edgar Bronfman, Jr., good reason includes
any voluntary termination by the executive during the thirteenth month following the change of control,
which will occur at the effective time of the arrangement. In the case of the agreements with certain other
Seagram executives, good reason includes voluntary termination by the executive during the fourteenth
month following the change of control, but only if the executive is not an executive officer of Vivendi
Universal or has experienced a diminution of title or reporting relationship or a substantial diminution of
responsibilities.
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Each termination protection agreement entitles the relevant executive to severance payments equal to
(1) two times (or three times in the case of some executives) the sum of the executive’s annual base
salary and target bonus in effect on the date of the change of control or the termination date, whichever is
higher, plus (2) a pro rata portion of the executive’s target bonus for the year of termination. In addition,
each agreement provides the following additional severance payments and benefits:

« all unvested stock options outstanding on the date of a change of control, and all options granted
upon conversion or substitution of those options, will become fully exercisable and will remain
exercisable for the period applicable to vested options under the applicable option agreement;
except that, with respect to Edgar Bronfman, Jr. only, any termination of employment (other than
for cause or by reason of death or disability) will be treated as a retirement for purposes of options
and other stock-based plans and agreements;

 the continuation of all medical, life insurance and disability benefits for a period of two years (or
three years, in the case of some executives) following the termination date, except that those
benefits will become secondary to any benefits granted by a new employer;

« the executive’s years of service for retirement plan eligibility and certain other purposes will be
increased by two years (or three years, in the case of some executives);

« all unfunded pension benefits will become fully vested;

» reimbursement of reasonable expenses incurred for outplacement services during the two-year
period (or three-year period, in the case of some executives) following the executive’s termination
date;

« the executive will retain all rights to indemnification under applicable law and Seagram’s charter
and by-laws as in effect from time to time; and

« directors’ and officers’ liability insurance coverage of the executive will be maintained at the same
level for a period of two years (or three years, in the case of some executives) following the
termination date.

In the event an executive party to a termination protection agreement becomes subject to any excise
tax, the agreement entitles the executive to payment in an amount sufficient to ensure a net after-tax
benefit to the executive that is the same as if no excise tax had been charged.

The employment agreement between Seagram and its chief financial officer, Brian C. Mulligan, which
is summarized under “Seagram Annual Meeting Information — Executive Compensation — Employment,
Consulting and Termination Protection Agreements,” provides for equivalent severance payments, benefits
and protections upon a change of control as those provided in the termination protection agreements
described above; however, Mr. Mulligan’s employment agreement provides that, if it would produce a
greater benefit to Mr. Mulligan, in lieu of multiplying the annual base salary and target bonus by three,
Mr. Mulligan will be entitled to a discounted lump sum payment of his unpaid salary, supplemental bonus
and target bonus through the end of his employment term (or 12 months if longer) and will be entitled to
the continuation of medical coverage through the end of his employment term (or 12 months, if longer).
Mr. Mulligan’s principal residence is in La Canada, California.

Cash Retention Pool

The merger agreement provides for the establishment of a cash retention pool in an aggregate
minimum amount of U.S.$50,000,000 for the purpose of retaining the services of selected key employees
through the effective time of the arrangement and thereafter. Seagram’s chief executive officer, in close
cooperation with Vivendi’s chief executive officer, will select the employees eligible to receive awards from
the pool and the allocation criteria for those awards.
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Seagram Stock Options and Stock Appreciation Rights

The plan of arrangement provides that employee stock options then outstanding under Seagram’s
stock option and stock incentive plans will be exchanged for options to acquire a number of Vivendi
Universal ADSs equal to the number of Seagram common shares that were subject to the options
multiplied by the exchange ratio, with each holder’s total number of Vivendi Universal ADSs rounded
down to the nearest whole Vivendi Universal ADS in the case of holders subject to tax under the
Canadian Tax Act and rounded up in all other cases. The options issued upon exchange of the Seagram
options will be subject to the same terms and conditions applicable to the Seagram options, except that
half of the otherwise unvested options granted upon exchange will become immediately exercisable at the
effective time of the arrangement (applied pro rata against each subsequent vesting installment). The
remaining half of an employee’s options will become vested and exercisable in the event the employee is
terminated without “cause” or terminates his or her employment because he or she is required to relocate
his or her primary place of employment by more than 35 miles.

The exercise price per Vivendi Universal ADS of the options issued upon exchange of the Seagram
options will be equal to the exercise price per Seagram common share subject to the option divided by the
exchange ratio, rounded up to the nearest cent in the case of holders subject to tax under the Canadian
Tax Act and rounded down to the nearest cent in all other cases. In the case of holders subject to tax
under the Canadian Tax Act, if the total of all of a holder’s new stock options would have resulted (before
rounding) in a holder receiving a fraction of a Vivendi Universal ADS, then the total exercise price for
those new stock options will be reduced by the exercise price of the fractional Vivendi Universal ADS.

Stock appreciation rights will be exchanged in the same manner as employee stock options.

Indemnification and Insurance
The merger agreement provides that Vivendi and Seagram will:

« jointly and severally indemnify Seagram’s past and present directors, officers and employees for acts
and omissions occurring at or prior to the effective time of the arrangement to the same extent as
those individuals would be indemnified under Seagram’s charter, by-laws and indemnification
agreements as in effect on the date of the merger agreement, and to the fullest extent permitted by
law;

e maintain provisions on eliminating liability of directors and provisions on indemnification of officers,
directors and employees in Seagram’s charter and by-laws following the effective time of the
arrangement that are no less favorable to the director, officer or employee than the corresponding
provisions in effect on June 19, 2000; and

» maintain for six years following the effective time of the arrangement, directors and officers liability
insurance with respect to claims arising from events on or before the effective time of the
arrangement, no less favorable than the Seagram policies currently in effect, except that Vivendi
will not be required to spend in any year more than 200% of the annual premiums currently paid by
Seagram.
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Management of Vivendi Universal After the Merger Transactions

Directors and Officers

The table below shows the names and current principal occupations of the persons we expect to
become directors of Vivendi Universal if the merger transactions are completed.

Name Principal Occupation or Employment

Jean-Marie Messier(1) ......... Chairman and CEO of Vivendi

Eric Licoys(1)................. COO of Vivendi

Bernard Arnault(1) ............ Chairman and CEO of LVMH

Jean-Louis Beffa(l) ............ Chairman and CEO of Compagnie de Saint-Gobain

Jean-Marc Espalioux (1) ........ Chairman of the executive board of Accor

Philippe Foriel-Destezet(1) ...... Chairman of Adecco S.A.

Jacques Friedmann(1) .......... Chairman of the supervisory board of AXA

Esther Koplowitz(1)............ Member of the board of directors of Fomento de Construcciones y
Contratas

Henri Lachmann(1) ............ Chairman and CEO of Schneider Electric

Thomas Middelhoff(1).......... Chairman of Bertelsmann

Simon Murray(1) .............. Chairman of Simon Murray and Co.

Serge Tchuruk(l) .............. Chairman and CEO of Alcatel

René Thomas(1) .............. Honorary Chairman and director of Banque Nationale de Paris

Marc Viénot(1) ............... Honorary Chairman and director of Société Générale

Pierre Lescure(2) .............. Chairman and CEO of CANAL+

Edgar M. Bronfman(3) ......... Chairman of the Board of Seagram

The Honourable Charles R.

Bronfman, P.C., C.C.(3) ...... Co-Chairman of the Board and Chairman of the Executive

Committee of Seagram

Edgar Bronfman, Jr.(3) ......... President and CEO of Seagram

Richard H. Brown(3)........... Chairman and CEO of Electronic Data Systems Corporation

André Desmarais(3)............ President and Co-CEO of Power Corporation of Canada and Deputy

Chairman of Power Financial Corporation

(1) Currently a Vivendi director.
(2) Currently a CANAL+ director.

(3) Currently a Seagram director.

Executive Officers

The table below shows the names and responsibilities of the persons we expect to become the
principal executive officers of Vivendi Universal if the merger transactions are completed.

Name Responsibility
Jean-Marie Messier ............ Chairman and Chief Executive Officer

Edgar Bronfman, Jr. ........... Vice Chairman, Music and Internet Operations
Eric Licoys...............ot. Co-Chief Operating Officer

Pierre Lescure ................. Co-Chief Operating Officer

We expect that Vivendi Universal’s executive committee will initially consist of Jean-Marie Messier,
Edgar Bronfman, Jr., Eric Licoys, Pierre Lescure, Phillipe Germond and Guillaume Hannezo. Vivendi
Universal will also create an integration committee consisting of the executive committee plus two
operating executives from each division, approximately 20 people in all.
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Directors and Officers of Vivendi Who Will Become Directors and Officers of Vivendi Universal

Compensation

The aggregate amount of compensation that Vivendi paid to the persons expected to become directors
and officers of Vivendi Universal for services in all capacities during the 1999 fiscal year was
approximately €4.33 million. The aggregate amount that Vivendi set aside or accrued to provide pension,
retirement or similar benefits for those persons was approximately €3.34 million during the 1999 fiscal
year.

Options to Purchase Securities

As of October 1, 2000, pursuant to the existing share purchase and stock subscription plans of
Vivendi, the persons expected to become directors and officers of Vivendi Universal held options to
purchase 3,784,631 Vivendi shares.

Share Ownership

We expect that the total amount of Vivendi Universal’s voting securities owned by those of its
directors and officers that are currently directors or officers of Vivendi, as a group, will be less than 1%.

Interests of Management in Certain Transactions

Since January 1, 1997, except as described below, no material transactions have been entered into
between Vivendi and any of the persons expected to become directors and officers of Vivendi Universal or
any relative or spouse (or any relative of such spouse) of any of those persons.

In October 1998, Vivendi acquired from Ms. Esther Koplowitz, a member of Vivendi’s board of
directors, a 49% interest in the holding company that owns 56.5% of FCC. The parties made the economic
effect of the transaction retroactive to July 1, 1998. Ms. Koplowitz owns the remaining 51% of the holding
company.

The same month, Vivendi and Ms. Koplowitz signed a shareholder’s agreement providing for shared
control of the economic activity of the holding company, FCC and FCC’s subsidiaries (the “FCC group”).
Specifically, the agreement provides that Vivendi and Ms. Koplowitz are to be equally represented in the
main executive bodies of the FCC group, i.e., the board of directors and executive committees of FCC and
its subsidiaries.

At the same time, Vivendi entered into an option agreement under which Ms. Koplowitz has an
option to sell Vivendi, at any time between April 18, 2000 and October 6, 2008, her 51% interest in the
holding company at a price based on the average market value of FCC’s shares during the three months
preceding the exercise of the option, up to seven times FCC’s EBITDA or 29.5 times FCC’s earnings per
share for the previous year, whichever is lower.

Projections and Objectives

Since entering into the transaction agreements, Vivendi, Seagram and CANAL+ have worked
intensively to develop an integration strategy intended to optimize the operating performance of the
combined companies following the completion of the merger transactions. In connection with these
activities, we have developed the following projections of, and objectives for, operating performance. While
our integration efforts continue, we currently project that, following the merger transactions, Vivendi
Universal (excluding Vivendi Environnement, Vivendi’s remaining real estate business and its interest in
Sithe and Seagram’s Spirits and Wine business) will generate in 2000 pro forma revenue of €24.6 billion
and pro forma adjusted EBITDA of €3.2 billion, a 35% and more than 100% increase, respectively, over
comparable pro forma figures for 1999.

Our objective for these businesses is to increase revenues at a 10% compound annual growth rate
through 2002 (based upon revenues for the first six months of 2000 and management’s estimates of the
internal growth rates of the relevant businesses over the period). It is also our objective to grow pro forma
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adjusted EBITDA at an approximate 35% compound annual growth rate through 2002. The pro forma
adjusted EBITDA growth objective through 2002 is based upon the following:

« the results of operations of the relevant businesses for the first six months of 2000;

* management’s belief that demand for Vivendi Universal’s products and services will continue to be
strong, producing robust internal growth over the period,;

» management’s belief that new revenue streams created by cross-promotion and increased consumer
loyalty as well as the introduction of new products and services arising from the combination of the
three companies’ businesses should produce €220 million in annual pro forma adjusted EBITDA
enhancements by 2002; and

* management’s belief that cost savings in overhead, logistics, purchasing, information technology
operations and other items should enhance pro forma adjusted EBITDA by €420 million annually
by 2002.

We also estimate that Vivendi Environnement will generate revenue of €25.6 billion and pro forma
adjusted EBITDA of €3.5 billion in 2000. Our objective for Vivendi Environnement is to increase revenue
by an approximate 8%, and pro forma adjusted EBITDA by an approximate 11-13%, compound annual
growth rate through 2002.

These projections and objectives were not prepared with a view to compliance with the published
guidelines or policies of the SEC, Canadian securities regulatory authorities or the guidelines established
by the American Institute of Certified Public Accountants, the Canadian Institute of Chartered
Accountants or any relevant French or European body regarding projections or forecasts. The projections
and objectives are not presented in accordance with U.S., Canadian or French GAAP. In accordance with
French GAAS, our independent auditors have verified that the computations of the projections are
compliant with the assumptions described in this document; however, they have not examined or compiled
the projections and accordingly assume no responsibility for them. Financial projections and objectives are,
in general, subjective in many respects and thus susceptible to interpretations and periodic revision based
on actual experience and business developments. These projections and objectives also reflect numerous
assumptions with respect to industry performance, general business, economic, market and financial
conditions and other matters, all of which are difficult to predict, and many of which are beyond our
control. Accordingly, the assumptions may not prove accurate. It is expected that there will be differences
between actual results and our projections and objectives, and actual results may be materially better or
worse than those contained in the projections and objectives. The inclusion of objectives and projections in
this joint proxy statement-prospectus does not indicate that any of Vivendi, Seagram or CANAL+ or their
respective affiliates or representatives considered or consider the projections or objectives to be a reliable
prediction of future events, and the projections and objectives should not be relied upon as such. None of
Vivendi, Seagram or CANAL+ or any of their respective affiliates or representatives has made or makes
any representation to any person regarding the ultimate performance of Vivendi Universal compared to the
information contained in the projections and objectives, and none of them intends to update or otherwise
revise the projections and objectives to reflect circumstances existing after the date when made or to
reflect the occurrence of future events even in the event that any or all of the assumptions underlying the
projections and objectives are shown to be in error. For more information that could affect these
projections and objectives, see “Introduction — Risk Factors.”

Court Approval of the Arrangement and Completion of the Merger Transactions

The arrangement requires approval by the Ontario Superior Court of Justice. Prior to the mailing of
this joint proxy statement-prospectus, Seagram obtained an interim order from the court which provides
for the calling and holding of the Seagram meeting and other procedural matters. A copy of the notice of
application to the court relating to the arrangement and a copy of the interim order are included in this
joint proxy statement-prospectus as Annexes H and I, respectively.

Subject to the approval of the arrangement resolution by the Seagram shareholders at the Seagram
meeting, the hearing for the final order of the court to approve the arrangement is scheduled to take place
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before the court on December 6, 2000 at 10:00 a.m., Eastern time, at 393 University Avenue, Toronto,
Ontario, Canada. Any Seagram shareholder who wishes to appear or to be represented and to present
evidence or arguments at the hearing must serve and file a notice of appearance as set out in the notice of
application described above and satisfy any other requirements of the court. The court will consider,
among other things, the fairness and reasonableness of the arrangement. The court may approve the
arrangement in any manner the court may direct, subject to compliance with any terms and conditions, as
the court deems fit.

If the final order is granted and the other conditions to the completion of the arrangement contained
in the merger agreement are satisfied or waived, a certificate of arrangement will be issued under the
CBCA to give effect to the arrangement, and any documents necessary to complete the arrangement will
be signed and delivered. Subject to obtaining the final order and satisfying the conditions to the completion
of the arrangement contained in the merger agreement, we expect to complete the arrangement and the
other merger transactions before the end of 2000.

Regulatory Matters
Canada
Investment Canada Act

Under the Investment Canada Act (ICA), some transactions involving the acquisition of control of a
Canadian business by a non-Canadian person require the approval of the Canadian government. Vivendi
Universal is a non-Canadian person for purposes of the ICA. Jurisdiction for review under the ICA is
divided between the Minister of Industry and the Minister of Canadian Heritage. Each of these Ministers
is a member of the federal cabinet of the government of Canada. The Minister of Industry is responsible
for investments involving the acquisition of Canadian businesses other than “cultural businesses,” and the
Minister of Canadian Heritage is responsible for investments involving the acquisition of Canadian
businesses that are considered cultural businesses. The acquisition by Vivendi Universal of Seagram’s
spirits and wine business and its retail gift store activities is subject to review by the Minister of Industry,
and the acquisition by Vivendi Universal of Seagram’s music and filmed entertainment business and its
retail gift store activities is subject to review by the Minister of Canadian Heritage. Before the
arrangement can be completed, both Ministers must determine that it is of “net benefit to Canada.”

The ICA contemplates an initial review period of 45 days after Vivendi has filed its application for
review; however, if the relevant Minister has not completed the review by the expiration of the period, the
Minister may unilaterally extend the period by up to 30 days (or such longer period as may be agreed to
by Vivendi) to permit completion of the review.

In making the “net benefit to Canada” determination, each Minister is required to take into account,
among other things, factors specified in the ICA, any applicable government policies and any written
undertakings that may have been given by Vivendi. The statutorily prescribed factors to be considered
include the effect of the arrangement on the level and nature of economic activity in Canada (including
the effect on employment, resource processing, utilization of Canadian products and services and the level
of exports from Canada), the degree and significance of participation by Canadians in the acquired
business, the effect of the arrangement on productivity, industrial efficiency, technological development,
product innovation and product variety in Canada, the effect of the arrangement on competition within any
industry in Canada, the compatibility of the arrangement with national industrial, economic and cultural
policies (taking into consideration corresponding provincial policies) and the contribution of the
arrangement to Canada’s ability to compete in world markets.

Vivendi filed an application for review on August 4, 2000 with each of the Department of Industry
and the Department of Canadian Heritage. The obligations of the parties to complete the arrangement are
subject to the condition that each of the Minister of Industry and the Minister of Canadian Heritage
determines that the arrangement is of net benefit to Canada on terms and conditions satisfactory to
Vivendi, acting reasonably. Both Ministers approved the arrangement during the week of October 16, 2000.
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Competition Act (Canada)

The Competition Act (Canada) provides for substantive review and regulation of all mergers in
Canada. The Competition Act establishes a regime for pre-merger notification and review of merger
transactions that exceed certain size and voting share thresholds. When a merger exceeds these thresholds,
the parties must either file a pre-merger notification and wait for the expiration of the applicable waiting
period or, instead, obtain an advance ruling certificate from the Commissioner of Competition under the
Competition Act. The arrangement is a “notifiable transaction” for purposes of Part IX of the Competition
Act. The obligations of the parties to complete the arrangement are subject to the condition that the
Commissioner of Competition has issued either an advance ruling certificate or a “no action” letter in
respect of the arrangement. The Commissioner of Competition issued an advance ruling certificate on
August 28, 2000. The Commissioner of Competition is the only person who may challenge the
arrangement pursuant to the provisions of the Competition Act before the Competition Tribunal, which is
an administrative body that has exclusive jurisdiction to review mergers under the Competition Act. If we
complete the arrangement within one year from the date the advance ruling certificate was issued, the
Commissioner of Competition is prevented by the Competition Act from challenging the arrangement
before the Competition Tribunal solely on the basis of information that is the same or substantially the
same as the information on the basis of which the advance ruling certificate was issued.

United States

The merger transactions are subject to the requirements of the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended, which prevents specified transactions from being completed until
required information and materials are furnished to the Department of Justice and the U.S. Federal Trade
Commission and specified waiting periods are terminated or expire. We filed the required materials with
the Department of Justice and the U.S. Federal Trade Commission on July 13, 2000, and the requisite
waiting period expired on August 12, 2000.

The Department of Justice, the Federal Trade Commission, state regulatory authorities or other
persons may challenge the merger transactions on antitrust grounds either before or after expiration of the
waiting period. Such a challenge could lead to an injunction prohibiting all or some of the merger
transactions. There can be no assurance that a challenge to the merger transactions will not be made or
that, if a challenge is made, we will prevail.

France

The acquisition by a French public company of another company, French or otherwise, generally does
not require prior approval from any regulatory authorities in France.

Pursuant to regulations of the Commission des Opérations de Bourse (or COB), an independent
French administrative body, Vivendi, Vivendi Universal and CANAL+ filed a French prospectus with the
COB in respect of the merger transactions and the listing of the Vivendi Universal shares on the Paris
Bourse and has received the approval (visa) of the COB for that prospectus.

On July 26, 2000, the CSA, the French administrative authority that regulates the French television
and radio broadcasting industries, notified Vivendi and CANAL+ that it would not object to the merger
transactions, subject to its final review of the documentation relating to the Vivendi/ CANAL+
transactions.

European Union

Under Regulation (EEC) N° 4064/89 of the Council of the European Union, a business combination
may not be implemented until it has been approved by the European Commission. The European
Commission will review the transaction to determine whether it is compatible with the European common
market. An acquisition that does not create or strengthen a dominant position in the common market or in
a substantial part of the common market is considered to be compatible with the common market.

In connection with the European Commission’s review of the proposed merger transactions, we made
a variety of commitments to address the Commission’s concerns with regard to Vivendi Universal’s
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competitive position in the pay-television, Internet portal and on-line music sectors after the merger
transactions. First, we undertook to have Vivendi Universal dispose of the interest Vivendi currently holds
in BSkyB, a U.K. pay television company. Second, we agreed that Seagram’s Universal Music Group will
make its on-line music content available to competitors in Europe of Vizzavi, the pan-European multi-
access portal Vivendi is currently developing with Vodafone Airtouch, on a non-discriminatory basis for a
period of five years following the merger transactions. Universal Music Group has the right to ask the
Commission to review this undertaking after three years if market conditions change. Finally, we agreed
that, following the merger transactions, Seagram’s Universal Studios, subject to specified conditions, will
not grant to CANAL+ “first-window” rights covering more than 50% of the films produced or co-
produced by Universal Studios (a “first-window” right is the right to show a film on pay television after it
has been released in cinemas and through video rental but before it is shown on broadcast television). The
latter commitment is applicable only in France, Spain, Belgium, Italy, the Netherlands, Denmark, Sweden,
Finland and Norway and will expire five years after the expiration of the relevant “first window” output
agreement between Universal Studios and CANAL+ or its affiliates (where applicable). We do not expect
the fulfillment of any of these undertakings to have a materially detrimental effect on Vivendi Universal’s
results of operations.

On October 13, 2000, the European Commission determined that, taking into consideration the
undertakings described above, the merger transactions are compatible with the European common market.

Other

Vivendi and Seagram have made filings with or obtained approvals from a number of other
governmental regulatory authorities in connection with the merger transactions, including governmental
authorities in Argentina, Brazil, the Czech Republic and South Africa.

Resale of Vivendi Universal ADSs and Exchangeable Shares Received in the Merger Transactions
France

The Vivendi Universal ADSs issued in connection with the arrangement may be exchanged for
Vivendi Universal ordinary shares, which may be resold in France without restriction.

Since Vivendi Universal ordinary shares will be listed securities in France, the acquisition of those
securities by Vivendi and CANAL+ shareholders in the merger transactions will not be subject to
registration transfer tax in France.

Canada

Vivendi and Vivendi Universal Exchangeco have applied for rulings or orders of certain securities
regulatory authorities in Canada to permit:

« the issuance of Vivendi Universal ADSs, exchangeable shares and Vivendi Universal voting rights
under the plan of arrangement; and

« the issuance of Vivendi Universal ADSs upon the exchange of exchangeable shares.

Application has also been made to permit the first resale of those securities by persons other than a
“control person.” The receipt of these rulings and orders is a condition to Seagram’s obligation to complete
the arrangement. Relief has also been requested from various ongoing Canadian disclosure and other
requirements. See “— Ongoing Canadian Reporting Obligations.”

United States

The securities a Vivendi, Seagram or CANAL+ shareholder receives as part of the merger
transactions, including the Vivendi Universal ADSs into which the exchangeable shares will be
exchangeable following the merger transactions and the Vivendi Universal shares underlying the Vivendi
Universal ADSs, will be freely transferable unless the holder is deemed to be an “affiliate” of Vivendi,
Seagram or CANAL+, as the case may be, under the Securities Act. Persons who may be affiliates of
Vivendi, Seagram or CANAL+ for those purposes generally include individuals or entities that control, are
controlled by, or are under common control with, Vivendi, Seagram or CANAL++, and would not include
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shareholders who are not officers, directors or principal shareholders of Vivendi, Seagram or CANAL+.
Securities received by affiliates may be resold by them in the United States only in transactions permitted
by Rule 145 under the Securities Act, pursuant to an effective registration statement under the Securities
Act covering the resale of those securities or as otherwise permitted under the Securities Act. The merger
agreement requires Seagram to use its reasonable best efforts to ensure that its affiliates deliver to Vivendi
a written agreement to the effect that the affiliate will not offer, sell or otherwise dispose of any of the
Vivendi Universal ADSs issued to them in the arrangement in violation of the Securities Act.

The registration statement on Form F-4, of which this joint proxy statement-prospectus forms a part,
does not cover the resale of the securities to be received by affiliates of Vivendi, CANAL+ or Seagram in
the arrangement or upon the exchange of exchangeable shares.

Vivendi has agreed to file a registration statement on Form S-8 before the completion of the
arrangement in order to register under the Securities Act the Vivendi Universal ADSs subject to the stock
options and stock appreciation rights to be issued in exchange for outstanding Seagram employee stock
options and stock appreciation rights pursuant to the plan of arrangement and will maintain the
effectiveness of that registration statement for so long as any of the new stock options or stock appreciation
rights remain outstanding. See “— Merger Transaction Steps — The Arrangement.”

Ongoing Canadian Reporting Obligations

Upon completion of the arrangement, Vivendi Universal Exchangeco will be subject to Canadian
statutory financial and reporting requirements. Statutory insiders of Vivendi Universal Exchangeco will be
subject to Canadian insider trading reporting requirements. Application has been made for certain
exemptions from the requirements relating to timely disclosure, filing and sending of financial statements,
the preparation and sending of management information circulars, the preparation of an annual information
form and from the insider trading reporting requirements. The exemptions are expected to be conditional
upon Vivendi Universal filing with the relevant Canadian securities regulatory authorities copies of all
documents required to be filed with the SEC, holders of exchangeable shares receiving all disclosure
materials furnished to holders of Vivendi Universal ADSs under the laws of the United States, including
copies of its annual financial statements and all proxy solicitation materials, Vivendi Universal complying
with the NYSE timely disclosure requirements and disseminating relevant press releases in Canada and
Vivendi Universal Exchangeco complying with Canadian timely disclosure requirements in respect of
events that would be material to its shareholders but would not be material to holders of Vivendi Universal
ADS:s.

If these exemptions are obtained, after the completion of the arrangement:

 holders of exchangeable shares will receive annual financial statements of Vivendi Universal
prepared in accordance with French GAAP with a reconciliation to U.S. GAAP (or international
GAAP if it becomes acceptable in Canada) and any interim financial statements of Vivendi
Universal prepared in accordance with French GAAP that are provided to holders of Vivendi
Universal ADSs, in lieu of financial statements of Vivendi Universal Exchangeco;

 Vivendi Universal Exchangeco will be exempt from certain Canadian disclosure and reporting
requirements applicable to a reporting issuer; and

« statutory insiders of Vivendi Universal Exchangeco will be exempt from insider trading reporting
requirements with respect to the shares of Vivendi Universal Exchangeco.
Eligibility for Investment in Canada

On the date of issue, the exchangeable shares will be eligible investments under the following statutes
(and where applicable, the regulations thereunder):

e Insurance Companies Act (Canada);
» Pension Benefits Standards Act, 1985 (Canada);

e Trust and Loan Companies Act (Canada),
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e Loan and Trust Corporations Act (Ontario);
» Pension Benefits Act (Ontario);

e An Act Respecting Insurance (Quebec), for an insurer, as defined therein, constituted under the
laws of the Province of Quebec, other than a guarantee fund,;

e An Act Respecting Trust Companies and Savings Companies (Quebec), for a trust company, as
defined therein, investing its own funds and deposits it receives and a savings company, as defined
therein, investing its funds; and

e Supplemental Pension Plans Act (Quebec), for a plan governed thereby,

subject to compliance with the prudent investment standards and general investment provisions and
restrictions of the statutes referred to (and, where applicable, the regulations thereunder) and, in certain
cases, subject to the satisfaction of additional requirements relating to the investment or lending policies or
goals and, in certain cases, the filing of such policies or goals. For investment eligibility considerations
under the Canadian Tax Act for certain deferred income plans and for a discussion of whether the
exchangeable shares and Vivendi Universal voting rights are foreign property for purposes of Part IX of
the Canadian Tax Act, see “Tax Information — Tax Considerations for Seagram Shareholders — Canadian
Federal Income Tax Considerations — Eligibility for Investment in Canada.”

Accounting Matters

Vivendi Universal will prepare financial statements using French GAAP. In accordance with
applicable rules and regulations, Vivendi Universal will reconcile financial statements filed with the SEC to
U.S. GAAP. Vivendi Universal intends to account for the arrangement using the purchase method of
accounting for business combinations under French GAAP as well as under U.S. GAAP.

Stock Exchange Matters
Stock Exchange Listings
It is a condition to the merger transactions that:

 the Vivendi Universal ordinary shares to be issued (or reserved for issuance) in connection with the
plan of arrangement, including the Vivendi Universal ordinary shares underlying the Vivendi
Universal ADSs to be issued in exchange for Seagram common shares and the Vivendi Universal
ADSs to be issued from time to time upon exchange of the exchangeable shares, be approved for
listing on the Paris Bourse as of the effective time of the arrangement, subject to filing of
documentation, notice of issuance and other customary requirements;

 the Vivendi Universal ADSs be registered under the Exchange Act and approved for listing on the
NYSE or The NASDAQ Stock Market as of the effective time of the arrangement; and

« the exchangeable shares be approved for listing on The Toronto Stock Exchange, subject only to
filing of required documents, effective as of the effective time of the arrangement.

Delisting and Deregistration of Seagram Common Shares Following the Arrangement

After the completion of the arrangement, Seagram common shares will be delisted from the NYSE,
The Toronto Stock Exchange and the London Stock Exchange and will be deregistered under the
Exchange Act.
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THE MERGER AGREEMENT

Pursuant to the arrangement, Seagram and Vivendi Universal will combine pursuant to a merger
agreement and a plan of arrangement under Canadian law. Following the completion of the arrangement,
Seagram will be an indirect subsidiary of Vivendi Universal. The following summaries of the merger
agreement and the other agreements related to the merger transactions are qualified in their entirety by
reference to the complete texts of those agreements, which are incorporated by reference. Some of these
agreements are attached as annexes and others are attached as exhibits to this joint proxy statement-
prospectus.

Conditions to the Arrangement

Each of the parties’ obligations to complete the arrangement, which is the final step of the merger
transactions and is expected to occur immediately after the Vivendi/ CANAL+ transactions are completed,
are subject to the satisfaction or waiver of specified conditions, including the following:

the approval of the arrangement at the Seagram meeting by not less than two-thirds of the votes
cast by Seagram shareholders at the Seagram meeting;

the receipt of the final order in form and on terms satisfactory to each of Vivendi, CANAL+ and
Seagram, acting reasonably, and the absence of any setting aside or modification of the final order
in a manner unacceptable to the parties, acting reasonably, on appeal or otherwise;

the approval of the merger of Vivendi into Vivendi Universal at the Vivendi meeting by not less
than two-thirds of the votes cast by Vivendi shareholders;

the approval of certain of the Vivendi/CANAL+ transactions at the CANAL+ meeting by not less
than two-thirds of the votes cast by CANAL+ shareholders at the CANAL+ meeting;

the completion of the merger of Vivendi into Vivendi Universal and the other Vivendi/ CANAL+
transactions in accordance with the agreements governing those transactions;

the absence of any final and non-appealable injunction, order or decree restraining or enjoining the
completion of the merger transactions;

the registration of the Vivendi Universal ADSs under the Exchange Act;

the approval for listing on the Paris Bourse of the Vivendi Universal ordinary shares to be issued, or
to be reserved for issuance, in connection with the arrangement, subject to the filing of required
documentation, notice of issuance and other customary requirements;

the approval for listing on the NYSE or The Nasdaq Stock Market of the Vivendi Universal ADSs
to be issued in connection with the arrangement or to be issued from time to time upon the
exchange of exchangeable shares, subject to notice of issuance;

the approval for listing on The Toronto Stock Exchange of the exchangeable shares, subject to the
filing of required documentation; and

the receipt or satisfaction of specified regulatory approvals, including the following:

— the regulatory approvals described in this joint proxy statement-prospectus under
“— Structure and Background — Regulatory Matters”;

— the expiration or termination of the waiting period under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976;

— the declaration of effectiveness of the registration statement on Form F-4, of which this joint
proxy statement-prospectus forms a part, by the SEC; and

— compliance with the requirements of state blue sky laws.
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The obligations of Vivendi, Vivendi Universal Exchangeco, Vivendi Universal and CANAL+ to
complete the arrangement are subject to the satisfaction or waiver of the following additional conditions
before completion of the arrangement:

e Seagram must have performed or complied in all material respects with all agreements and
covenants required to be performed by it under the merger agreement;

» Seagram’s representations and warranties that are qualified as to material adverse effect, as
described below, must be true and correct and Seagram’s representations and warranties that are
not qualified as to material adverse effect must be true and correct unless the failure to be true and
correct, individually or in the aggregate, has not had a material adverse effect on Seagram, in each
case as of June 19, 2000, the date of the merger agreement, and as of the date of completion of the
arrangement, except for:

— representations and warranties relating to Seagram’s capital structure, which must be true and
correct in all material respects as of June 19, 2000 and as of the date of completion of the
arrangement; and

— representations and warranties that address matters as of another date, which must be true
and correct as of that date;

« the absence of any material adverse change, as described below, to Seagram between June 19, 2000
and the date of the completion of the arrangement, which has not been cured; and

¢ holders of Seagram common shares who have exercised dissent or similar rights in connection with
the arrangement must not represent more than 9.9% of the outstanding Seagram common shares.

Conditions for the benefit of Vivendi, Vivendi Universal Exchangeco, Vivendi Universal and
CANAL++ may be waived by Vivendi.

“Material adverse effect” or “material adverse change,” when used in reference to any party, means
any change, effect, event or occurrence:

« that is, or is reasonably likely to be, materially adverse to the financial condition, businesses or
results of operations of the party and its subsidiaries, taken as a whole, other than any change,
effect, event or occurrence:

— relating to the economy or securities markets in general;
— affecting the industries in which the party operates in general; or

— relating to the announcement and performance of the merger agreement and the merger
transactions and compliance with the covenants described in the merger agreement; or

« that is materially adverse to the party’s ability to complete the merger transactions.

Seagram’s obligations to complete the arrangement are subject to the satisfaction or waiver of the
following additional conditions before completion of the arrangement:

« each of Vivendi, Vivendi Universal Exchangeco, Vivendi Universal and CANAL+ must have
performed or complied in all material respects with all agreements and covenants required to be
performed by it under the merger agreement;

« the representations and warranties of each of Vivendi, Vivendi Universal Exchangeco, Vivendi
Universal and CANAL+ that are qualified as to material adverse effect must be true and correct
and the representations and warranties of each of Vivendi, Vivendi Universal Exchangeco, Vivendi
Universal and CANAL+ that are not qualified as to material adverse effect must be true and
correct unless the failure to be true and correct, individually or in the aggregate, has not had a
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material adverse effect on Vivendi or CANAL+, in each case as of June 19, 2000 and as of the
date of completion of the arrangement, except for:

— representations and warranties relating to the capital structure of Vivendi and CANAL+, the
due authorization and validity of Vivendi Universal securities issuable in connection with the
merger transactions and the availability of at least 97,000,000 Vivendi Universal voting rights
as of the completion of the arrangement, which must be true and correct in all material
respects as of June 19, 2000 and as of the date of completion of the arrangement; and

— representations and warranties that address matters as of another date, which must be true
and correct as of that date;

 each Vivendi Universal voting right must entitle its beneficiary to one vote on the same basis and in
the same circumstances as one Vivendi Universal ordinary share;

« the adoption of all necessary resolutions by the board of directors of each of Vivendi, Vivendi
Universal Exchangeco, Vivendi Universal and CANAL+, and the taking of all other necessary
corporate action by Vivendi, Vivendi Universal Exchangeco, Vivendi Universal and CANAL+ to
permit the completion of the merger transactions;

« the absence of any material adverse change to Vivendi or CANAL+ between June 19, 2000 and
the date of the completion of the arrangement which has not been cured,;

« the receipt of all orders from applicable Canadian securities regulatory authorities to permit the
issuance and first resale of the exchangeable shares, the Vivendi Universal voting rights and the
Vivendi Universal ADSs issued pursuant to the arrangement and the Vivendi Universal ADSs to be
issued from time to time upon exchange of the exchangeable shares;

e Seagram must have received written opinions from:

— Simpson Thacher & Bartlett, Seagram’s U.S. counsel, to the effect that the merger
transactions will constitute a transaction described in Section 351 of the Internal Revenue
Code of 1986, and that no gain or loss will be recognized by United States shareholders of
Seagram who exchange their Seagram common shares for Vivendi Universal ADSs; and

— Osler, Hoskin & Harcourt LLP, Seagram’s Canadian counsel, to the effect that:

— Canadian resident holders of Seagram common shares who elect to receive exchangeable
shares pursuant to the plan of arrangement and who make a valid tax election at the
minimum permissible amount will not generally recognize gain or loss under the
Canadian Tax Act at that time; and

— the exchangeable shares will not, when issued, be “foreign property” for purposes of the
Canadian Tax Act; and

« the approval of the Vivendi/CANAL+ transactions (including the election of five Seagram
designees to the board of directors of Vivendi Universal and the adoption of the Vivendi Universal
statuts with the modifications specified in the merger agreement) by Vivendi Universal at an
extraordinary meeting of Vivendi Universal shareholders.

Conditions for the benefit of Seagram may be waived by Seagram.

No Other Transactions Involving Vivendi, Seagram or CANAL+

The merger agreement contains detailed provisions prohibiting Vivendi, CANAL+ and Seagram from
seeking alternative transactions. If there were an alternative transaction, even one that may be deemed
superior, the parties do not have the right to terminate the merger agreement in order to accept the
alternative transaction and must hold their shareholder meetings to consider the merger transactions. In
addition, under these “no solicitation” provisions, each of Vivendi, CANAL+ and Seagram has agreed
that it will not, directly or indirectly, through any officer or director of it or any of its subsidiaries, and that
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it will use reasonable best efforts to cause its and its subsidiaries’ employees, agents and representatives not
to:

« solicit, initiate, knowingly encourage or otherwise facilitate the initiation of any inquiries or
proposals regarding any acquisition proposal, as described below; or

* participate in any discussions or negotiations regarding, or provide any confidential information with
respect to, any acquisition proposal.

“Acquisition proposal” means, with respect to Vivendi, CANAL+ or Seagram, any bona fide proposal
or offer (excluding the merger transactions and any other proposal or offer made by the other parties or
their affiliates) with respect to:

¢ any merger, reorganization, business combination, share exchange, liquidation, dissolution, recapital-
ization (or, in the case of Seagram, any consolidation, amalgamation or arrangement) or similar
transaction involving it or any of its material subsidiaries, which, in the case of an acquisition
proposal with respect to Vivendi or CANAL+, if consummated would result in any person, or the
shareholders of that person, owning securities representing 50% or more of its voting power, or the
voting power of the surviving or ultimate parent entity in the transaction;

 any direct or indirect acquisition, purchase or sale of assets involving it or any of its material
subsidiaries representing 20%, or, in the case of an acquisition proposal with respect to Vivendi or
CANALA+, 50%, or more of the consolidated assets, including shares of subsidiaries, of it and its
consolidated subsidiaries, taken as a whole; or

 any direct or indirect acquisition, purchase, sale, tender or exchange offer, shareholders
recapitalization or similar transaction involving it, which if consummated would result in any
person, or shareholders of that person, owning securities representing 20%, or, in the case of an
acquisition proposal with respect to Vivendi or CANAL+, 50% or more of its voting power, or the
voting power of the surviving or ultimate parent entity in the transaction.

In addition, each of Vivendi, CANAL+ and Seagram has agreed that neither it nor its board of
directors, including any committee thereof, will:

e withdraw or modify, or propose publicly to withdraw or modify, in a manner adverse to Vivendi,
Seagram or CANAL+, as applicable, the approval or recommendation of its board of directors or
any committee of its board of directors of the merger transactions;

 approve or recommend, or propose publicly to approve or recommend, any acquisition proposal; or

* accept or enter into, or propose publicly to accept or enter into, any letter of intent, agreement in
principle, merger agreement, acquisition agreement, option agreement or voting agreement related
to any acquisition proposal.

However, the merger agreement does not prevent the board of directors of Vivendi, CANAL+ or
Seagram from:

 withdrawing, modifying or qualifying, or proposing to withdraw, modify or qualify, its approval or
recommendation of the merger transactions if and only to the extent that it has received an
unsolicited written acquisition proposal and it concludes in good faith that the acquisition proposal
constitutes a superior proposal, as described below; or

 engaging in any discussions or negotiations with, or providing any information to, any person in
response to an acquisition proposal by that person if and only to the extent that it concludes in good
faith there is a reasonable likelihood that it, after taking such actions, would determine that the
acquisition proposal could reasonably constitute a superior proposal.
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However, the board of directors of Vivendi, CANAL+ or Seagram may only take such action if and
only to the extent that:

 the Seagram meeting, the Vivendi meeting or the CANAL+ meeting, as the case may be, has not
occurred;

« after consultation with outside counsel, it determines in good faith that the failure to take such
action would be inconsistent with its fiduciary duties under applicable law;

* before providing any confidential information or data to any person in connection with an
acquisition proposal by that person, it receives from that person an executed confidentiality
agreement with customary provisions, except that, if the confidentiality agreement contains
provisions that are less restrictive than the comparable provisions, or omits restrictive provisions,
contained in the confidentiality agreement between Vivendi and Seagram, then the confidentiality
agreement between Vivendi and Seagram will be automatically amended to contain the less
restrictive provisions or to omit the restrictive provisions, as the case may be; and

* before providing any information or data to, or entering into discussions or negotiations with, any
person, that party promptly notifies and keeps informed Vivendi or Seagram, as the case may be,
of:

— any inquiries, proposals or offers received by, any information requested from or any
discussions or negotiations sought to be initiated or continued with, any of its representatives;
and

— the name of the person and the material terms and conditions of the inquiries, proposals or
offers.

“Superior proposal” means, with respect to Vivendi, CANAL+ or Seagram, any bona fide written
unsolicited proposal made by a third party:

* that if consummated would result in the third party, or the shareholders of the third party,
acquiring, directly or indirectly, securities representing more than 50% of its voting power, or the
voting power of the surviving or ultimate parent entity in the transaction, or all or substantially all
the assets of it and its subsidiaries, taken as a whole;

» on terms that its board of directors in good faith reasonably concludes, following receipt of the
advice of its financial advisors and outside counsel, would, if consummated, be superior from a
financial point of view to its shareholders to the merger transactions (including any proposal by
Seagram or Vivendi, as the case may be, to amend the terms of the merger transactions), taking
into account all of the terms and conditions of the proposal and the merger transactions; and

« that is reasonably capable of being completed, taking into account all financial, regulatory, legal and
other aspects of the proposal.

In addition, each of Vivendi, CANAL+ and Seagram has agreed under the provisions of the merger
agreement that:

« it will, and will cause its and its subsidiaries’ officers, directors, representatives and agents to, cease
immediately all current discussions and negotiations regarding any proposal that constitutes, or
could reasonably likely constitute, an acquisition proposal, and will promptly request the return or
destruction of all confidential information provided in connection with any proposal;

« it will use reasonable best efforts to ensure that its and its subsidiaries’ officers, directors and key
employees and their financial advisors and other advisors or representatives are aware of the
obligations under the no solicitation provisions of the merger agreement; and

« it will not submit to the vote of its shareholders any acquisition proposal other than the merger
transactions.
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However, the merger agreement does not prevent Seagram from calling a shareholder meeting to
consider an acquisition proposal if:

 required by the CBCA;

e Seagram’s board of directors receives a written legal opinion that the failure to do so would be in
breach of its statutory duties; and

* it consults with Vivendi before its board of directors calls the shareholder meeting in order to
ensure that the timing, calling and holding of the meeting, to the extent permitted by applicable
law, will not be inconsistent with the completion of the merger transactions.

Nothing contained in the no solicitation provisions of the merger agreement will:

 prevent Vivendi, CANAL+ or Seagram from complying with Rule 14a-9, Rule 14d-9 or
Rule 14e-2 promulgated under the Exchange Act or with other specified securities regulations with
regard to any acquisition proposal;

« limit the obligation of each of Vivendi, CANAL+ and Seagram to convene and hold their
respective shareholder meetings; or

e permit Vivendi, CANAL+ or Seagram to terminate the merger agreement, except as specifically
provided in the merger agreement.

Termination
The merger agreement may be terminated:

* by Vivendi or CANAL+ if Seagram is in material breach of any of its covenants or other
agreements contained in the merger agreement in a way that would give rise to the failure of the
condition to the completion of the arrangement relating to its performance or compliance with
agreements and covenants contained in the merger agreement and the breach has not been cured in
the manner contemplated by the merger agreement;

e by Seagram if any of Vivendi, Vivendi Universal Exchangeco, Vivendi Universal or CANAL+ is in
material breach of any of its covenants or other agreements contained in the merger agreement in a
way that would give rise to the failure of the condition to the completion of the arrangement
relating to its performance or compliance with agreements and covenants contained in the merger
agreement and the breach has not been cured in the manner contemplated by the merger
agreement;

 at any time before the completion of the arrangement, whether before or after the approvals of the
arrangement and the Vivendi/CANAL+ transactions by the shareholders of Vivendi, CANAL+
and Seagram have been obtained:

— by the mutual agreement of Vivendi and Seagram,;
— by Vivendi if Seagram’s board of directors:

— fails to recommend or withdraws, modifies or changes in a manner adverse to Vivendi,
Vivendi Universal Exchangeco or CANAL+ its approval or recommendation of the
merger agreement or the merger transactions (but a communication by the board of
directors of Seagram under Rule 14d-9(f) (3) promulgated under the Exchange Act or
any similar communications in connection with a tender offer will not be considered a
withdrawal, modification or change in its recommendation); or

— approves or recommends any acquisition proposal;
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— by Seagram if:

— the board of directors of Vivendi or CANAL+ fails to recommend or withdraws,
modifies or changes in a manner adverse to Seagram its approval or recommendation of
the merger agreement or the merger transactions or approves or recommends any
acquisition proposal;

— the agreements governing the Vivendi/CANAL+ transactions are terminated,

— an acquisition proposal with respect to Vivendi or CANAL+ is consummated before the
completion of the arrangement;

— by Vivendi or Seagram if the approval of the arrangement resolution by the Seagram
shareholders is not obtained because of the failure to obtain the vote required by the interim
order at the Seagram meeting or any adjournment;

— by Vivendi, CANAL+ or Seagram if:

— the approval of the Vivendi/CANAL+ transactions by Vivendi shareholders or
CANAL+ shareholders has not been obtained because of the failure to obtain the
required vote at the Vivendi or the CANAL+ meetings or any adjournments, as the case
may be;

— any governmental authority passes any law that makes the completion of the merger
transactions illegal or otherwise prohibited;

— any court of competent jurisdiction enters any injunction, order or decree enjoining
Vivendi, Seagram, CANAL+, Vivendi Universal or Vivendi Universal Exchangeco from
completing the merger transactions and the injunction, order or decree becomes final and
nonappealable, except that this right to terminate the merger agreement will not be
available to any party if any action of the party or its affiliates, or the failure of the party
or its affiliates to perform any of its obligations under the merger agreement, results in
the impediment to the completion of the merger transactions being imposed or not being
lifted; or

— the arrangement is not completed on or before the outside date, as described below,
except that this right to terminate the merger agreement will not be available to any
party if any action by the party or its affiliates, or the failure of the party or its affiliates
to perform any of its obligations under the merger agreement, results in the conditions to
the completion of the arrangement not being satisfied before the outside date.

The “outside date” is March 19, 2001, except that if the conditions to the completion of the
arrangement relating to the receipt of specified regulatory approvals have not been satisfied by March 19,
2001, Vivendi, Seagram or CANAL+ may unilaterally extend the outside date until June 19, 2001, upon
written notice to the other parties by March 12, 2001.

Effect of Termination

As set forth below, the merger agreement requires Seagram to pay a termination fee to Vivendi, or
Vivendi to pay a termination fee to Seagram, in specified circumstances.

Seagram Termination Fee

 If Vivendi terminates the merger agreement because:

— Seagram’s board of directors fails to recommend or withdraws, modifies or changes in a
manner adverse to Vivendi, CANAL+ or Vivendi Universal Exchangeco its approval or
recommendation of the merger agreement or the merger transactions;

— Seagram’s board of directors approves or recommends any acquisition proposal; or

114



— Seagram is in material breach of its obligations under the no solicitation provisions of the
merger agreement in a way that would give rise to the failure of the condition to the
completion of the arrangement relating to its performance or compliance with agreements and
covenants contained in the merger agreement and the breach has not been cured in the
manner contemplated by the merger agreement; or

 If Vivendi or Seagram terminates the merger agreement because the approval of the arrangement
by the Seagram shareholders is not obtained as a result of the failure to obtain the vote required by
the interim order at the Seagram meeting or any adjournment, and both the following occur:

— an acquisition proposal with respect to Seagram has been publicly announced or otherwise
communicated to Seagram’s senior management, board of directors or shareholders after
June 19, 2000 and before the Seagram meeting; and

— within 12 months of the termination of the merger agreement, Seagram enters into a
definitive agreement with respect to an acquisition proposal, or an acquisition proposal is
otherwise consummated, involving any merger, reorganization, business combination, arrange-
ment or similar transaction or 40% or more of the consolidated assets of Seagram and its
consolidated subsidiaries, taken as a whole, or 40% or more of the voting power of Seagram
(or the surviving or ultimate parent entity in the transaction),

then Seagram must pay Vivendi U.S.$800 million less any reimbursement of expenses made in connection
with the termination of the merger agreement, as described in the next sentence. In addition, if Vivendi or
Seagram terminates the merger agreement because the approval of the arrangement by Seagram
shareholders is not obtained as a result of the failure to obtain the vote required by the interim order at
the Seagram meeting or any adjournment and Seagram is not obligated to pay the Seagram termination
fee at the time the merger agreement is terminated, then Seagram must reimburse Vivendi for all of its
documented out-of-pocket expenses incurred in connection with or related to the authorization,
preparation, negotiation, execution and performance of the merger agreement and the merger transactions,
up to a maximum reimbursement of U.S.$25 million.

Vivendi Termination Fee
o If Seagram terminates the merger agreement because:

— the board of directors of Vivendi or CANAL+ fails to recommend or withdraws, modifies or
changes in a manner adverse to Seagram its approval or recommendation of the merger
agreement or the merger transactions;

— the board of directors of Vivendi or CANAL+ approves or recommends any acquisition
proposal; or

— Vivendi or CANAL+ is in material breach of its obligations under the no solicitation
provisions of the merger agreement in a way that would give rise to the failure of the
condition to the completion of the arrangement relating to its performance or compliance with
agreements and covenants contained in the merger agreement and the breach has not been
cured in the manner contemplated by the merger agreement; or

 If Vivendi or Seagram terminates the merger agreement because the approval of the Vivendi/
CANAL+ transactions by Vivendi shareholders or CANAL+ shareholders is not obtained as a
result of the failure to obtain the required vote at the Vivendi or CANAL+ meetings or any
adjournments, as the case may be, and both of the following occur:

— an acquisition proposal with respect to Vivendi or CANAL+ has been publicly announced or
otherwise communicated to Vivendi’s or CANAL++’s senior management, board of directors
or shareholders, respectively, after June 19, 2000 and before the Vivendi meeting or the
CANAL++ meeting, as the case may be; and
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— within 12 months of the termination of the merger agreement, Vivendi or CANAL+ enters
into a definitive agreement with respect to that acquisition proposal (or another acquisition
proposal with the person or any of its affiliates who made that acquisition proposal or with
any other person or any of its affiliates who made an acquisition proposal within 90 days of
that acquisition proposal) or any such acquisition proposal is otherwise consummated,

then Vivendi must pay Seagram U.S.$800 million less any reimbursement of expenses made in connection
with the termination of the merger agreement, as described in the next sentence. In addition, if Vivendi or
Seagram terminates the merger agreement because the approval of the Vivendi/CANAL+ transactions by
Vivendi shareholders or CANAL+ shareholders is not obtained as a result of the failure to obtain the
required vote at the Vivendi or the CANAL+ meetings or any adjournments, as the case may be, and
Vivendi is not obligated to pay the Vivendi termination fee at the time the merger agreement is
terminated, then Vivendi must reimburse Seagram for all of its documented out-of-pocket expenses
incurred in connection with or related to the authorization, preparation, negotiation, execution and
performance of the merger agreement and the merger transactions, up to a maximum reimbursement of
U.S.$25 million.

In addition, Vivendi must pay Seagram U.S.$50 million and reimburse Seagram’s out-of-pocket
expenses, up to a maximum reimbursement of U.S.$25 million as described in the preceding paragraph, in
the following circumstances:

« if Seagram terminates the merger agreement because Vivendi, Vivendi Universal Exchangeco,
Vivendi Universal or CANAL is in material breach of its covenants or other agreements
contained in the merger agreement in a way that would give rise to the failure of the condition to
the completion of the arrangement relating to its performance or compliance with its agreements
and covenants contained in the merger agreement relating to:

— the receipt of specified regulatory approvals;

— the availability of Vivendi Universal voting rights as contemplated in the plan of arrangement
and the custody agreement; or

— the listing on the NYSE or The NASDAQ Stock Market, and the registration under the
Exchange Act, of the Vivendi Universal ADSs;

and the breach has not been cured in the manner contemplated by the merger agreement; or

« if Vivendi, CANAL+ or Seagram terminates the merger agreement because the arrangement has
not been completed on or before the outside date and, at the time of the termination of the merger
agreement:

— the specified regulatory approvals have not been obtained or

— the conditions to the completion of the arrangement relating to either of the following have
not been satisfied:

— the approval for listing on the NYSE or The NASDAQ Stock Market, and the
registration under the Exchange Act, of the Vivendi Universal ADSs, or

— the entitlement of the beneficiary of each Vivendi Universal voting right to one vote on
the same basis and in the same circumstances as one Vivendi Universal ordinary share.

Conduct of Business Pending Completion of the Arrangement

Under the merger agreement, Seagram has agreed that, during the period before the completion of
the arrangement, except (1) as expressly contemplated by the merger agreement or the plan of
arrangement, (2) to the extent that Vivendi consents in writing (which consent Vivendi will not
unreasonably withhold or delay) or (3) to the extent required by law, it will, and will cause its subsidiaries
to, carry on its business in the ordinary course consistent with past practice in all material respects and use
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reasonable best efforts to preserve intact its present business organization and preserve its relationships
with those having material business dealings with it to the end that its goodwill and ongoing business will
not be impaired in any material respect.

In addition to these agreements regarding the conduct of business by Seagram generally, each of
Vivendi, Seagram, CANAL+, Vivendi Universal and Vivendi Universal Exchangeco has agreed to some
specific restrictions relating to the following (except in connection with the merger transactions and other
limited exceptions):

stock splits, consolidations and reclassifications of outstanding shares;

declaration and payment of dividends and the making of other distributions on or in respect of
outstanding shares (other than regular cash dividends, and, in the case of Seagram, a pro rata cash
dividend for any period ending on the date of the completion of the arrangement and beginning on
the record date for the prior dividend);

amendment of organizational documents;
acquisition of assets and equity of third parties; and

taking of, or failure to take, actions that would reasonably be expected to prevent the merger
transactions from constituting a transaction described in Section 351 of the Internal Revenue Code
of 1986.

Seagram has also agreed to additional specific restrictions, including those relating to the following:

issuance, sale, purchase and redemption of capital stock and other equity interests and voting debt;
acceleration of vesting of stock options;

reorganizations, amalgamations and mergers;

disposition of assets;

establishment, adoption and modification of benefit plans, benefit arrangements and pension plans;
compensation of directors, officers and other employees;

guarantee and incurrence of debt;

extension of loans, advances, capital contributions and investments;

making of capital expenditures;

changes in accounting practices; and

making of tax elections.

Each of Vivendi, Vivendi Universal Exchangeco, Vivendi Universal and CANAL+ has agreed to
specific restrictions, including those relating to the following:

amendment and termination of, and grant of waivers in respect of conditions contained in, the
agreements governing the Vivendi/CANAL+ transactions;

acquisition and disposition of Vivendi shares during the period beginning on the tenth business day
prior to the 20 trading day measuring period for the collar discussed under “— Structure and
Background — Merger Transaction Steps — The Arrangement” and ending on the first business day
after the measuring period (Seagram has granted Vivendi a waiver to permit specified purchases of
Vivendi shares prior to the measuring period);

disposition and voting of CANAL+ shares and Vivendi Universal shares; and
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« taking of actions that could reasonably be expected to prevent the exchange by Canadian resident
holders of Seagram common shares for exchangeable shares from being treated as a tax deferred
transaction.

Additional Agreements

Each of Vivendi, Seagram, CANAL+, Vivendi Universal and Vivendi Universal Exchangeco has
agreed to cooperate with the others and to do all acts and things that may be necessary or desirable in
order to complete and make effective, as soon as reasonably practicable, the merger transactions.

In addition to these agreements regarding cooperation between the parties generally, each of Vivendi,
Seagram, CANAL+, Vivendi Universal and Vivendi Universal Exchangeco has agreed to specified
covenants relating to the following:

« approval of the arrangement or the Vivendi/CANAL+ transactions, as applicable, by its
shareholders;

« receipt of specified regulatory approvals;
* defense of lawsuits and other proceedings affecting the completion of the merger transactions;

* rescission of injunctions and other orders that may materially adversely affect the ability of the
parties to complete the merger transactions;

» making of registrations, filings and submissions of information required by governmental authorities
relating to the merger transactions;

* receipt of necessary waivers, consents and approvals in connection with the merger transactions
from other parties to material contracts; and

« carrying out the terms of the interim order and final order and compliance with applicable laws.

Seagram has also agreed to covenants relating to the application for and receipt of the interim order
and the final order.

Each of Vivendi, CANAL+, Vivendi Universal and Vivendi Universal Exchangeco has also agreed to
additional covenants, including those relating to the following:

« reservation of Vivendi Universal ordinary shares for issuance in connection with the merger
transactions;

« amendment of Vivendi Universal Exchangeco’s charter to, among other things, create exchangeable
shares;

« availability of Vivendi Universal voting rights, subject to the limitations described under
“— Structure and Background — The Merger Transaction Steps — Limitations on Number of
Exchangeable Shares and Vivendi Universal Voting Rights”;

* delivery of Vivendi Universal ADSs upon the exchange from time to time of the exchangeable
shares;

« status of Vivendi Universal Exchangeco as a “public corporation” within the meaning of the
Canadian Tax Act;

 the maintenance of a “substantial Canadian presence” for Vivendi Universal Exchangeco within the
current meaning of the Canadian Tax Act;

« listing of the exchangeable shares on The Toronto Stock Exchange;

« listing on the NYSE or The Nasdaq Stock Market, and the registration under the Exchange Act,
of the Vivendi Universal ADSs and Vivendi Universal ADRs;
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listing on the Paris Bourse of the Vivendi Universal ordinary shares underlying the Vivendi
Universal ADSs;

voting of CANAL+ shares owned by Vivendi and Vivendi Universal in favor of the Vivendi/
CANAL+ transactions, against any action that would interfere with the merger transactions and
against any action that would result in any material breach by CANAL+ of any representation,
warranty or covenant in the merger agreement;

voting of Vivendi Universal ordinary shares owned by Vivendi in favor of the Vivendi/CANAL+
transactions (including the election of the designees of the Bronfman shareholders described under
“— The Voting Agreement” to Vivendi Universal’s board of directors and the adoption of Vivendi
Universal statuts with specified modifications);

validity of Vivendi Universal ADSs, Vivendi Universal ADRs, Vivendi Universal ordinary shares
underlying Vivendi Universal ADSs, exchangeable shares and Vivendi Universal voting rights issued
in connection with the arrangement and Vivendi Universal ADSs to be issued upon the exchange of
exchangeable shares and upon the exercise of Seagram employee stock options;

status and ownership of Vivendi Universal Holdings and certain other subsidiaries of Vivendi as
disregarded entities under specified U.S. tax regulations;

amendment and termination of certain Seagram benefit plans;
payment of salaries, bonuses and other benefits to employees of Seagram and its subsidiaries;

creation of a cash retention pool for the purpose of retaining certain key employees of Seagram and
its subsidiaries described under “— Structure and Background — Interests of Directors and
Executive Officers in the Merger Transactions”;

reasonable cooperation regarding the continuity of the work force, and preservation of the human
resources, of Seagram and its subsidiaries;

assumption of obligations and liabilities of Seagram and its subsidiaries under specified employment
agreements;

entry into of employment agreements and other arrangements described under “— Structure and
Background — Interests of Directors and Executive Officers in the Merger Transactions”;

intention to provide charitable contributions and community support at levels comparable to those
historically provided by Seagram and its subsidiaries;

entitlement of all holders of Vivendi Universal ordinary shares, exchangeable shares and Vivendi
Universal voting rights, regardless of the jurisdiction of their residence, to all the benefits related to
those securities to which holders of Vivendi Universal ordinary shares are entitled pursuant to
French law;

implementation of the Vivendi/CANAL+ transactions in the manner contemplated by the merger
agreement and on such other terms as are reasonably acceptable to Seagram;

terms of the Vivendi Universal ADRs and Vivendi Universal ADSs being reasonably acceptable to
Seagram; and

assumption by Vivendi of the obligations of Seagram under the adjustable conversion-rate equity
security units issued by Seagram and one of its subsidiaries.

The merger agreement also contains covenants relating to cooperation among Vivendi, Seagram and
CANAL+ in the preparation of this joint proxy statement-prospectus and other circulars and filings and
additional agreements among them relating to, among other things, access to information, the holding
company alternative, which is described under “— The Holding Company Alternative,” public announce-
ments and mutual notice of specified matters.
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Amendment and Waiver

The merger agreement may be amended by Vivendi, Seagram and CANAL+ at any time before or
after their respective meetings. All amendments to the merger agreement must be in writing and signed by
Vivendi (on behalf of itself, Vivendi Universal and Vivendi Universal Exchangeco), Seagram and
CANAL+. Any amendment may (to the extent permitted by applicable laws and regulations and the
interim order and to the extent the waiver or modification does not invalidate any required shareholder
approval of the arrangement), without limitation:

 change the time for performance of any of the obligations or acts of the parties;

e waive any inaccuracies or modify any representation or warranty contained in the merger agreement
or in any document delivered pursuant to the merger agreement;

e waive compliance with or modify any of the covenants contained in the merger agreement or waive
or modify performance of any of the obligations of the parties; or

+ waive compliance with or modify any conditions contained in the merger agreement.

Seagram, on the one hand, and Vivendi (for itself, Vivendi Universal Exchangeco, Vivendi Universal
and CANAL+), on the other hand, may waive or consent to the modification of any inaccuracy of any
representation or warranty in the merger agreement or to the modification of any covenant in the merger
agreement. All waivers and consents to the modification of any provision of the merger agreement must be
in writing and signed by the party granting the waiver or consent. The parties do not intend to resolicit
proxies following any waiver under or modification of the merger agreement except to the extent that
shareholder approval following that waiver or modification is required to complete the merger transactions
under applicable law.

Expenses

All out-of-pocket expenses of the parties relating to the arrangement and the merger transactions will
be paid by the party incurring the expense, except as described above in “— Seagram Termination Fee”
and “— Vivendi Termination Fee.”

Representations and Warranties

The merger agreement contains customary representations and warranties of Vivendi, Seagram and
CANAL+ relating to, among other things:

e corporate organization and similar corporate matters;
* capital structure;

 authorization and absence of violations and defaults;
 absence of specified changes and events;

« financial statements and contingent liabilities;

* litigation;

e compliance with environmental laws;

« required reports and other filings filed with governmental authorities and stock exchanges;
» compliance with applicable laws;

 licenses;

« intellectual property;

 with respect to Vivendi and Seagram only, taxes;

» with respect to Seagram only, compliance with the Employee Retirement Income Security Act of
1974, as amended, and labor disputes;

 with respect to Seagram only, registration rights;

 with respect to Seagram only, transactions with officers, directors, specified shareholders and
affiliates;
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 with respect to Vivendi only, the due authorization and validity of Vivendi Universal securities
issuable in connection with the merger transactions; and

 with respect to Vivendi only, the availability of at least 97,000,000 Vivendi Universal voting rights
as of the completion of the arrangement.

THE OPTION AGREEMENT

In connection with the execution and delivery of the merger agreement, Vivendi and Seagram entered
into an option agreement pursuant to which Seagram granted to Vivendi an irrevocable option to purchase,
in specified circumstances, an aggregate of up to 86,862,212 Seagram common shares for U.S.$77.35 per
share.

Exercise of the Option

The option granted by Seagram to Vivendi under the option agreement may be exercised, in whole or
in part, at any time after the date on which Vivendi becomes unconditionally entitled to receive the
Seagram termination fee under the merger agreement.

The right to purchase Seagram common shares under the option agreement will expire on the first to
occur of:

 the completion of the arrangement;

« the exercise in full of the right to purchase Seagram common shares under the option agreement;
and

« the date of termination of the merger agreement, unless Vivendi has the right to receive the
Seagram termination fee either upon or following the termination of the merger agreement upon
the occurrence of specified events, in which case the right to purchase Seagram common shares
under the option agreement will not terminate until the later of:

— 30 business days after the Seagram termination fee becomes unconditionally payable; and

— the expiration of the period in which Vivendi has the potential right to receive the Seagram
termination fee.

Any purchase of Seagram common shares by Vivendi under the option agreement will occur only if:
« the purchase would not otherwise violate any applicable material law, statute, ordinance, rule or
regulation;

* no material judgment, order, writ, injunction, ruling or decree of any governmental authority is
promulgated, enacted, entered into or enforced by any governmental authority that prohibits the
delivery of the Seagram common shares subject to the option agreement; and

 the Seagram common shares to be purchased have been approved for listing on the NYSE (subject
to notice of issuance) and The Toronto Stock Exchange (subject to customary conditions); this
condition is not applicable, however, if Vivendi elects to receive cash, in lieu of purchasing shares,
as described under “— Cash Payment in Respect of the Option.”

Each of Vivendi and Seagram has agreed to use reasonable best efforts to:

» promptly make and process all necessary filings and applications, obtain all consents and approvals
and comply with all applicable laws; and

» have any judgment, order, writ, injunction, ruling or decree of any governmental authority vacated
or reversed.

Adjustments upon Changes in Capitalization

The number and type of securities subject to the option agreement and the exercise price will be
adjusted for any change in the number of outstanding Seagram common shares in the event of any
extraordinary change in the corporate or capital structure of Seagram that would have the effect of diluting
or otherwise diminishing Vivendi’s rights under the option agreement. Accordingly, Vivendi will receive,
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upon exercise of the option, the number and kind of shares or other securities or property that it would
have received if the option had been exercised immediately before the event or record date for the event,
as applicable. In addition, if additional Seagram common shares become outstanding or if Seagram
common shares are redeemed or otherwise cease to be outstanding after June 19, 2000, the date of the
option agreement, the total number of Seagram common shares subject to the option will be increased or
decreased, as the case may be, to 19.9% of all the issued and outstanding Seagram common shares.

In the event that Seagram enters into any agreement:

* to consolidate with or amalgamate or merge into any person other than Vivendi, CANAL+ or any
of their affiliates, and Seagram will not be the surviving corporation in the consolidation,
amalgamation or merger;

e to permit any person, other than Vivendi, CANAL+ or any of their affiliates, to merge into
Seagram with Seagram as the surviving corporation if, in connection with the merger:

— the then-outstanding Seagram common shares will be changed into or exchanged for shares or
other securities of Seagram or any other person or cash or any other property; or

— the then-outstanding Seagram common shares will, after the merger, represent less than 50%
of the outstanding shares and share equivalents of the surviving corporation; or

« to sell or otherwise transfer all or substantially all of its assets to any person, other than Vivendi,
CANAL+ or any of their affiliates,

then, in each case, the option granted under the option agreement will be appropriately adjusted so that,
unless exercised earlier by Vivendi, Vivendi will receive, upon exercise of the option, the percentage and
class of shares or other securities or property that Vivendi would have received under the option agreement
had the option been exercised immediately before the consolidation, amalgamation, merger, sale or
transfer, as applicable.

Cash Payment in Respect of the Option

Under the option agreement, Vivendi has the right, at any time the option is exercisable, to elect, in
lieu of purchasing Seagram common shares, to receive a cash payment in an amount equal to the product
of:

(1) the difference between:
— the higher of:

— the highest price per share offered (and not withdrawn) or paid in connection with
any acquisition proposal with respect to Seagram announced or made after June 19,
2000; and

— the average of the closing prices of Seagram common shares on the NYSE during
the 20 trading day period immediately preceding the date on which Vivendi gives
notice of the election to receive cash; and

— the exercise price; multiplied by

(2) the number of Seagram common shares subject to the option with respect to which Vivendi
has elected to receive cash.

Proceeds Limitations

The option agreement provides that in no event will Vivendi’s total profit relating to the option
agreement, plus any Seagram termination fee, exceed in the aggregate U.S.$800 million.
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If the total profit that Vivendi would otherwise receive exceeds the maximum amount permissible,
Vivendi must, in its sole discretion:

 reduce the number of Seagram common shares subject to the option agreement;

e deliver to Seagram for cancellation Seagram common shares previously purchased pursuant to the
option agreement;

* pay cash to Seagram; or
 take any combination of these actions,

so that its total profit does not exceed the maximum amount.

Listing and Registration Rights

The option agreement provides that after any event that causes the option to become exercisable,
Seagram will use its reasonable best efforts to cause the Seagram common shares subject to the option
agreement to be approved for listing on the NYSE and The Toronto Stock Exchange, subject to notice of
issuance, and to take all appropriate action to consummate the transactions contemplated by the option
agreement. The option agreement also provides that Vivendi has specified rights to require Seagram to
register under the Securities Act or qualify for resale under applicable Canadian securities laws all
Seagram common shares purchased by Vivendi pursuant to the option agreement.

Transfer and Voting Restrictions

The option agreement also contains restrictions on Vivendi’s ability to transfer the Seagram common
shares it obtains upon exercising the option. In addition, in most circumstances and unless Seagram
otherwise consents, Vivendi must vote any Seagram common shares it obtains upon exercising the option
either in proportion to the votes of all other Seagram shareholders or as recommended by Seagram’s board
of directors.

THE VOTING AGREEMENT

In connection with the execution and delivery of the merger agreement, Vivendi entered into a voting
agreement with Edgar Bronfman, Jr., Seagram’s president and chief executive officer, and certain other
Seagram shareholders that are members or affiliates of the Bronfman family (the “Bronfman
shareholders”) under which these shareholders have agreed to vote shares representing approximately 24%
of the Seagram common shares in favor of the arrangement and against any action that would impede or
discourage the arrangement.

The voting agreement prohibits, subject to limited exceptions, any of the Bronfman shareholders from
selling, transferring, giving, assigning, pledging, hypothecating, encumbering or otherwise disposing of any
Seagram common shares or options to acquire Seagram common shares except to specified persons that
agree in writing to be bound by the terms of the voting agreement. The Bronfman shareholders may,
however, collectively dispose of Seagram common shares having a market value of no more than
U.S.$100 million in the aggregate without complying with certain restrictions on transfers.

The voting agreement also prohibits each Bronfman shareholder (except in such shareholder’s
capacity as a director or officer of Seagram) from directly or indirectly negotiating with, soliciting,
initiating or encouraging the submission of proposals or offers from, or providing information to, any person
relating to an acquisition proposal with respect to Seagram.

The voting agreement terminates upon the earlier to occur of the completion of the arrangement and
the termination of the merger agreement in accordance with its terms.
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THE GOVERNANCE AGREEMENT

In connection with the execution and delivery of the merger agreement, Vivendi and Vivendi
Universal entered into a governance agreement with the Bronfman shareholders.

Designees to Vivendi Universal’s Board of Directors

Under the governance agreement, Vivendi Universal is required to use best efforts to cause the
election to, and the continuation for a four-year term on, its board of directors of five members of
Seagram’s board of directors. Three of the five designees will be members of Seagram’s board who are
parties to the governance agreement, and the remaining two designees will be selected from members of
Seagram’s board of directors as of June 19, 2000, the date of the merger agreement and the governance
agreement, and will be unaffiliated with the Bronfman family (the “non-Bronfman designees”). Vivendi
Universal’s board of directors will initially consist of 20 members. The number of directors will be reduced
to 18 by January 1, 2003, subject to French law as it relates to employee shareholder representatives on
the board.

Following the expiration of the initial four-year period, and for so long as the Bronfman shareholders
continue beneficially to own the applicable percentage of the number of Vivendi Universal voting securities
(as described below) owned by them immediately following the effective time of the arrangement, Vivendi
Universal will use its best efforts to cause the election of the number of individuals designated by the
Bronfman shareholders indicated below:

Percentage of Number of
Initial Investment Bronfman Designees
more than 75% . . ... 3

more than 50% but less than or equal to 75% .................... 2

more than 25% but less than or equal to 50% .................... 1

After the initial four-year term, the renomination of the non-Bronfman designees will be at the
discretion of Vivendi Universal.

“Vivendi Universal voting securities” are securities that generally entitle the holder to vote for
members of Vivendi Universal’s board of directors, or securities issued in substitution for such securities,
including Vivendi Universal ordinary shares, Vivendi Universal ADSs and exchangeable shares.

Designees to the Committees of Vivendi Universal’s Board of Directors

For so long as either (1) the Bronfman shareholders have the right to designate at least two members
of Vivendi Universal’s board of directors or (2) the Bronfman shareholders are collectively the largest
holders of Vivendi Universal voting securities other than Vivendi Universal and its affiliates, Vivendi
Universal must:

 appoint and maintain a designee of the Bronfman shareholders as the chairman of the
compensation committee of its board of directors;

« cause the chairman of the compensation committee to be appointed and maintained as a member
of the nominating committee of its board of directors;

 cause the nominating committee to be responsible for proposing the nomination of all directors,
other than the Bronfman designees;

 cause a designee of the Bronfman shareholders to be appointed and maintained as a member of the
audit committee of its board of directors; and

 cause a designee of the Bronfman shareholders to be appointed and maintained as a member of any
subsequently formed executive or similar committee if the failure of the Bronfman shareholders to
participate would be inconsistent with the purposes of the board and committee participation rights
described above.

124



Transfer Restrictions

The governance agreement prohibits each Bronfman shareholder from disposing of any Vivendi
Universal voting security the shareholder beneficially owns, without the consent of Vivendi Universal:

e prior to the date that is 90 days after the completion of the arrangement, other than:

— dispositions of Vivendi Universal voting securities by the Bronfman shareholders having an
aggregate current market value of no more than U.S.$100 million, less any dispositions
pursuant to provisions comparable to those in the voting agreement;

— to specified persons who agree in writing to be bound by the terms of the governance
agreement; or

— specified encumbrances in connection with bona fide financings with financial institutions; and
« thereafter, other than:
— to Vivendi Universal or its affiliates;

— to specified persons that agree in writing to be bound by the terms of the governance
agreement;

— pursuant to specified underwritten offerings, market transfers or private placements that would
not result in the ultimate purchaser beneficially owning more than 5% of the outstanding
Vivendi Universal voting securities to the transferor’s knowledge after due inquiry;

— pursuant to specified tender offers;
— specified encumbrances in connection with bona fide financings with financial institutions;

— any disposition arising as a result of a merger or similar transaction involving Vivendi
Universal; or

— any disposition to the extent necessary to satisfy specified Canadian federal and provincial tax
obligations relating to the exchangeable shares.

Right of First Offer and Registration Rights

The governance agreement provides that, before any Bronfman shareholder completes some types of
dispositions of Vivendi Universal voting securities in excess of specified percentages of the initially
outstanding Vivendi Universal voting securities, the Bronfman shareholder must offer to sell the Vivendi
Universal voting securities to Vivendi Universal. The governance agreement also provides that the
Bronfman shareholders have rights to require Vivendi Universal to register their Vivendi Universal voting
securities under the Securities Act.

Standstill

The governance agreement prohibits the Bronfman shareholders and their affiliates from acquiring, or
agreeing to acquire, beneficial ownership of any Vivendi Universal voting securities or securities convertible
into, or exchangeable or exercisable for, Vivendi Universal voting securities (except by way of stock
dividends, stock reclassifications or other distributions made available to holders of Vivendi Universal
voting securities generally) to the extent that the acquisition would result in the Bronfman shareholders
beneficially owning, collectively, more than 10% of the outstanding Vivendi Universal voting securities.
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In addition, the governance agreement restricts the Bronfman shareholders and their affiliates from
taking various actions, subject to exceptions for actions taken among those shareholders and their affiliates,
including:

« effecting, offering, engaging in, causing or participating in, or assisting any other person in effecting,
offering, engaging in, causing or participating in:

— the acquisition of beneficial ownership of Vivendi Universal voting securities that would result
in a breach of the standstill provisions of the governance agreement;

— any tender or exchange offer, merger, consolidation, liquidation or other extraordinary
transaction involving Vivendi Universal or any material portion of its business or any purchase
of all or any substantial part of the assets of Vivendi Universal or any material portion of its
business; or

— any solicitation of proxies with respect to Vivendi Universal or any of its affiliates or any
action resulting in any Bronfman shareholder or any of its affiliates becoming a participant in
any election contest with respect to Vivendi Universal or any of its subsidiaries;

 proposing any matter for submission to a vote of shareholders of Vivendi Universal or any of its
affiliates;

« seeking election to, placement of a representative on, or removal of any director of Vivendi
Universal, except with respect to the Bronfman designees;

 granting any proxy, or executing any written consent, with respect to any Vivendi Universal voting
securities;

» forming or participating in a “group” (as defined in the Exchange Act) with respect to any Vivendi
Universal voting securities or depositing any Vivendi Universal voting securities into any voting trust
or similar arrangement;

« taking any other action seeking to affect the control of the management or board of directors of
Vivendi Universal or any of its affiliates;

* entering into any discussions, negotiations or arrangements with any person with respect to any of
the foregoing or advising, assisting or encouraging others to take any action with respect to any of
the foregoing;

« disclosing to any person, or otherwise inducing, encouraging or facilitating, any intention, plan or
arrangement inconsistent with the foregoing that would result in Vivendi Universal or any of its
affiliates or any Bronfman shareholder or any of their affiliates being required to make such
disclosure in any filing with a governmental authority or being required to make a public
announcement; or

* requesting that Vivendi Universal or any of its affiliates, directors, officers, employees, representa-
tives or agents amend or waive the governance agreement or the organizational documents of
Vivendi Universal or any of its affiliates.

Under the governance agreement, the Bronfman shareholders are deemed to act in concert with
respect to the arrangements contemplated by the governance agreement and matters related to Vivendi
Universal upon which the Bronfman shareholders are entitled to vote.

Effectiveness and Termination
The provisions of the governance agreement become effective only upon the completion of the

arrangement and terminate upon the termination of the merger agreement in accordance with its terms. In
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addition, the governance agreement provides that the rights and obligations of the Bronfman shareholders
and their permitted transferees generally will terminate upon the earlier of:

 the 30th anniversary of the completion of the arrangement; and

* the date on which the Bronfman shareholders are no longer entitled to designate any members of
the Vivendi Universal board, except that the transfer restrictions and standstill provisions will
automatically be reinstated if, within 12 months of such termination, the Bronfman shareholders
acquire beneficial ownership of a number of Vivendi Universal voting securities that would have
entitled the Bronfman shareholders to designate at least one member of the Vivendi Universal
board.

The rights and obligations of the Bronfman shareholders under the transfer restrictions and standstill
provisions of the governance agreement will terminate immediately if:

* any person or group becomes the beneficial owner of more than one-third of the Vivendi Universal
voting securities; or

 Vivendi Universal breaches in any material respect the terms of the governance agreement and the
breach is not cured within ten days after notice of the breach by any Bronfman shareholder.

In addition, the rights and obligations of Vivendi Universal to elect Bronfman shareholder designees
to its board of directors or committees of its board of directors and the registration rights provisions will
terminate as to any Bronfman shareholder in the event that the shareholder breaches in any material
respect the terms of the governance agreement and the breach is not cured within ten days after notice of
the breach by Vivendi Universal.
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THE CONTRIBUTION AGREEMENTS

Purpose of the Contribution Agreements

The contribution agreements are the agreements that will govern the contribution by CANAL+ of its
transferred businesses to Canal Holdco and the subsequent distribution of the Canal Holdco shares to
CANAL+ shareholders. CANAL+ shareholders will be asked to vote on resolutions relating to this
contribution at the CANAL+ meeting. See “The Shareholder Meetings — The CANAL+ Meeting.”

CANAL+ currently holds some of its interests in the transferred businesses through shares in
subsidiaries and affiliates. The contribution agreements provide that these shares will be contributed to
Canal Holdco. Specifically, the assets that CANAL+ will contribute to Canal Holdco include its interests
in:

o CANALSATELLITE, which operates CANAL+’s digital satellite service in France;
e NC Numéricable, which operates cable television systems in France;

 Telepiu, Sogecable and other companies that operate premium pay television channels and digital
satellite services outside of France;

o Multithématiques, which produces thematic channels for cable and satellite television systems;

 StudioCanal, which produces and distributes films and television programs, and manages
CANAL+’s film and television rights library;

o CANAL+ Technologies, which develops software and technology that encrypts and decodes pay
television programming and that permits viewers to have access to interactive services;

e CanalNumédia, which holds CANAL+’s Internet businesses; and
« certain other related businesses and companies.

In addition, the contribution agreements provide that, prior to completion of the contribution,
CANAL+ will contribute the business of distributing and marketing its French premium pay television
channel, including exclusive rights to use (but not to own) the channel’s French subscriber base and all
rights attached to its agreements with subscribers, to CANAL+ Distribution, and will contribute its
business of selling advertising on pay television channels to CANAL+ Régie. All the shares of those
subsidiaries will be contributed to Canal Holdco.

CANAL+ will also contribute to Canal Holdco certain related assets, including primarily trademarks,
equipment (principally office equipment), fixtures, accounts receivable, cash and marketable securities.
Canal Holdco will agree to assume all of CANAL+’s liabilities relating to these assets, as well as certain
financial liabilities.

The contribution agreements also provide that Canal Holdco will contribute to its new wholly-owned
subsidiary called Groupe CANAL+ all of the businesses, assets and liabilities that it receives from
CANAL+, other than the 50% interest in Vivendi Net and, its 100% interest in CanalNumédia and a €53
million bond, which will remain with Canal Holdco and will upon the merger of Canal Holdco into
Vivendi Universal be directly held and assumed by Vivendi Universal.

In connection with the contributions to Canal Holdco, the Canal Holdco shares received by
CANAL+ will be distributed to CANAL+ shareholders, subject to approval of the merger between Canal
Holdco and Vivendi Universal by their respective shareholders. Upon the distribution of Canal Holdco
shares, Canal Holdco will merge into Vivendi Universal and Vivendi Universal will hold 100% of Groupe
CANAL+. Finally, Vivendi Universal will contribute to Groupe CANAL+ all of its 49% interest in
CANAL+.
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In connection with the contribution to Canal Holdco, CANAL+ agreed to grant Groupe CANAL+
options:

to purchase Compagnie du Numérique Hertzien for €l; this option may be exercised any time
within one year of the third anniversary of the completion of the merger transactions;

to purchase SESI (i-T¢€lévision) for €45,700; this option may be exercised any time within one year
of the time any required regulatory approvals are obtained. If this right is exercised, Groupe
CANAL+ will also acquire for their nominal value, including accrued interest, the shareholders’
loans granted by CANAL+ to SESI; and

to acquire SGSI for €1; this option may be exercised at any time within one year of the time any
required regulatory approvals are obtained.

All of the transactions contemplated in the contribution agreements are expected to occur effectively
simultaneously on a single closing date, which will be the date on which all of the conditions to closing
have been satisfied or waived. The completion of the transactions described above is contingent upon the
completion of Vivendi Universal’s combination with Seagram.

Terms of the Contribution

The terms of the contribution include the following:

for accounting and French tax purposes, the transactions will be deemed to have taken place on
January 1, 2000;

as of the date of completion of the transactions, Groupe CANAL+ will be substituted for
CANAL+ with respect to all the rights and obligations relating to the transferred assets, will take
over all contracts relating to the transferred assets, and will have the right to commence, continue
or halt any judicial action or settlements relating to the rights and obligations making up the
transferred assets;

in cases where the agreement or authorization of a third party may be necessary for the transfer of the
transferred assets, CANAL+ will seek agreement or authorization without delay and will use its best
efforts to obtain the necessary agreement or authorization prior to the general shareholders’ meetings of
CANAL+ and Canal Holdco. If certain agreements or authorizations are not obtained prior to the date
fixed for the general shareholders’ meetings, the parties will negotiate in good faith mutually acceptable
terms allowing the parties to achieve the economic effect of a transfer of the rights and obligations
making up the property or contracts in question;

in accordance with applicable French law, creditors of CANAL+ whose claims arose prior to the
public announcement of the proposed contribution agreement may object (but without any right of
veto) within 30 days after publication of the announcement of the proposed contribution agreement
in the French journal for legal announcements. Their objections will be heard by the Commercial
Court of Paris, which may grant creditors some forms of relief, but may not enjoin the contribution;

all CANAL+ employees who work for CANAL+ and whose work relates primarily to the
transferred businesses will become employees of Groupe CANAL+ by operation of law;

the transferred assets will not include:
— CANAL+’s broadcast license;

— the intellectual property relating to CANAL+’s business of producing programs for the
French premium pay television channel;

— contracts relating to the production and broadcast of programs for the CANAL+ channel;
and
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— ownership of the French subscriber base of the CANAL+ French premium pay television
channel (but the transferred assets will include exclusive rights to use such subscriber base
for all commercial purposes).

Operating Agreements

CANAL+ will enter into an agreement with CANAL+ Distribution, which will be a subsidiary of
Groupe CANAL+, under which CANAL+ Distribution will grant back to CANAL+ the rights to
CANAL+’s subscriber base and the related subscriber contracts for the purposes of the commercial
exploitation of the French premium pay television channel. CANAL+ Distribution will also agree to
provide distribution and marketing services to CANAL+. In exchange, CANAL+ will pay to CANAL+
Distribution a fee equal to its aggregate operating and extraordinary revenue, net of its costs (including
operating and extraordinary costs but excluding financial and interest costs and income taxes) and a
guaranteed margin of approximately €50 million per year. In the event that the calculation of CANAL+
Distribution’s fee results in a negative number, CANAL+ Distribution will pay the negative amount to
CANAL+. CANAL+ will also enter into an agreement with CANAL+ Régie, which will be a subsidiary
of Groupe CANAL++, under which CANAL+ Régie will provide advertising sales services to CANAL+
for a customary fee.

Upon expiration of the CANAL+ Distribution agreement, CANAL+ Régie may terminate the
advertising sales services agreement, in which case CANAL+ will pay CANAL+ Régie an indemnity not
exceeding ten times the last annual commission paid by CANAL+ to CANAL+ Régie. The foregoing
was taken into account in determining the economic terms of the transactions.

If Groupe CANAL+ ceases to control CANAL+ or to hold at least two-thirds of the share capital
and voting rights of CANAL+ Distribution, in circumstances that would result in the termination or
unilateral modification of the CANAL+ Distribution agreement in a manner attributable to CANAL+
Distribution, CANAL+ will have the right to purchase from CANAL+ Distribution, at fair market value
(as determined by a group of experts), the rights to the subscriber base and the rights and obligations to
the subscriber contracts for purposes of the operation of a premium pay television channel in the French
language in France, Switzerland and Monaco. This call right would also become exercisable if CANAL+
Distribution refused to renew the CANAL+ Distribution agreement when it expires or if, for any reason,
that agreement terminates before the expiration of its term, unless the termination is attributable to
CANAL+. If CANAL+ exercises this call right, CANAL+ Distribution will lose its rights to the
subscriber base in connection with the operation of a premium pay television channel in the French
language in France, Switzerland and Monaco for the entire residual term of the contribution in kind of the
subscriber base. Furthermore, in that case, CANAL+ Distribution and its group will undertake not to
operate or commercialize a premium pay television channel in the French language in France, Switzerland
and Monaco for a period of two years. Therefore, CANAL+ Distribution would no longer benefit from the
development of the subscriber base (including, without limitation, development resulting from new
subscribers).

THE HOLDING COMPANY ALTERNATIVE

Under the terms of the merger agreement, Seagram shareholders that hold Seagram common shares
directly or indirectly through one or more recently incorporated federal Canadian holding companies have
the option of completing a corporate reorganization with Seagram prior to the effective time of the
arrangement. Under this “holding company alternative,” Seagram will purchase all of the issued and
outstanding shares of the Canadian holding company in exchange for the issuance by Seagram of the same
number of Seagram common shares as are held by the holding company at the time of such purchase and
sale. A participant in the holding company alternative will receive, directly or indirectly, the same
consideration under the arrangement that would otherwise have been received by the participant’s holding
company. Each holding company will become a wholly-owned subsidiary of Seagram pursuant to the
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holding company alternative. Seagram intends voluntarily to dissolve or amalgamate with all those holding
companies under the CBCA prior to the effective time of the arrangement.

Choosing the holding company alternative will require a Seagram shareholder to implement a
complex corporate structure through which to hold Seagram common shares. The holding company
alternative may have favorable Canadian federal income tax consequences for Seagram shareholders that
are not described in this joint proxy statement-prospectus. Seagram shareholders wishing to avail
themselves of the holding company alternative should consult their own financial, tax and legal advisors.
Seagram shareholders wishing further information with respect to the holding company alternative should
contact Seagram’s secretary at 1430 Peel Street, Montreal, Quebec H3A 1S9.

A Seagram shareholder will be permitted to participate in the holding company alternative provided
that all of the following terms and conditions are satisfied:

e the Seagram shareholder advises Seagram c/o Seagram’s secretary at 1430 Peel Street, Montreal,
Quebec H3A 1S9, at or prior to 5:00 p.m. Eastern time on November 17, 2000, in writing, that the
shareholder wishes to participate in the holding company alternative;

 the Seagram shareholder holds or will hold Seagram common shares indirectly through a holding
company that was incorporated under the CBCA after November 1, 2000 and was used solely in
relation to the holding company alternative and has at all times since its incorporation been validly
in existence and in good standing under the CBCA, a resident of Canada and a taxable Canadian
corporation for the purposes of the Canadian Tax Act;

 the Seagram shareholder and the holding company enter into a share exchange agreement, as
described below, with, among others, Seagram, in a form and substance satisfactory to Vivendi and
Seagram, acting reasonably;

 the Seagram shareholder provides Vivendi and Seagram with security satisfactory to Vivendi and
Seagram in respect of the Seagram shareholder’s obligations under the share exchange agreement;

« the holding company does not declare or pay dividends (except as agreed to by Vivendi and
Seagram) or effect other distributions or redemptions, except that in the event that the holding
company receives a dividend from Seagram, the holding company will declare and pay a dividend
and/or redeem shares in the same amount and form immediately following the receipt of the
dividend by the holding company and prior to the completion of the holding company alternative;

 the share exchange agreement, together with any accompanying required documentation is returned
to Seagram’s secretary at 1430 Peel Street, Montreal, Quebec H3A 1S9 at or prior to 5:00 p.m.
Eastern time on November 23, 2000;

o if the Seagram shareholder is not a resident of Canada within the meaning of the Canadian Tax
Act, the holder provides to Seagram, at the time the holding company alternative is completed, a
certificate under section 116 of the Canadian Tax Act in form and substance satisfactory to Vivendi
and Seagram, acting reasonably, or enters into arrangements satisfactory to Vivendi and Seagram,
acting reasonably, if a section 116 certificate is not available at that time;

e any exemptions requested from any applicable Canadian securities regulatory authority and the
court in the interim order are obtained; and

« all other terms and conditions of the holding company alternative are satisfactory to Vivendi and
Seagram, acting reasonably.

Seagram has applied for and obtained orders from the applicable Canadian securities regulatory
authorities exempting Seagram from the issuer bid requirements of the Canadian provincial securities
legislation in connection with the holding company alternative. The interim order of the Ontario Superior
Court of Justice obtained in connection with the arrangement also exempts Seagram from the take-over
bid requirements of the CBCA in connection with the holding company alternative.
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The Seagram shareholder must prepare, at the shareholder’s expense, all tax returns of the holding
company in respect of all periods ending on or prior to the completion of the holding company alternative,
and must not file such returns without the prior approval of Vivendi and Seagram of all such returns as to
form and substance.

The form of the share exchange agreement referred to above must contain customary representations
and warranties, covenants and conditions for transactions of this nature, including representations and
warranties that a Seagram shareholder must make in respect of the shareholder’s holding company to the
effect that:

« the holding company is a corporation duly incorporated and validly existing and in good standing
under the CBCA;

o all of the issued and outstanding shares of the holding company are held directly or indirectly by
the Seagram shareholder;

 upon completion of the holding company alternative, Seagram will acquire the sole legal and
beneficial ownership of all of the issued and outstanding shares of the holding company;

« the holding company has no material assets other than the Seagram common shares and, upon
completion of the holding company alternative, will have no liabilities whatsoever;

* since incorporation, the sole activity of the holding company has been the acquisition and ownership
of the Seagram common shares;

» upon completion of the holding company alternative, the holding company will not be a party to nor
bound or affected by any agreements, commitments or undertakings of any nature whatsoever other
than the share exchange agreement and except as agreed to by Seagram and Vivendi;

* in respect of tax matters, among other things, the holding company:
— has duly and timely paid all taxes which are or have been due and payable by it;

— has duly and timely filed all tax returns with the appropriate taxing or other governmental
authority; and

— is a taxable Canadian corporation and is not a non-resident-owned investment corporation for
purposes of the Canadian Tax Act; and

« that there are no suits, actions, litigation, or other proceedings in progress, pending or threatened
against or relating to the holding company.

The form of share exchange agreement will also provide for:

e the payment by the Seagram shareholder of any material (or, if required by any regulatory
authority, all) costs and expenses incurred in connection with any transaction by Vivendi, Seagram,
Vivendi Universal Holdings and Vivendi Universal Exchangeco and any corporation acquired by any
one of them;

 an indemnity in favor of Vivendi, Seagram, Vivendi Universal Holdings and Vivendi Universal
Exchangeco and any corporation acquired by any one of them from the Seagram shareholder and
any vendor of Seagram common shares beneficially owned by the shareholder from all claims,
demands, proceedings, losses, damages, liabilities, deficiencies, taxes, costs and expenses suffered or
incurred by Vivendi, Seagram, Vivendi Universal Holdings, Vivendi Universal Exchangeco or any
holding company acquired by any of them (and their directors, officers, employees and agents), in
connection with the holding company alternative as a result of:

— any breach by the Seagram shareholder or vendor of any representation, warranty, obligation
or covenant of the Seagram shareholder or vendor to Seagram;
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— any liability sustained, incurred, assumed or acquired by the holding company on or before
the completion of the holding company alternative; and

— any liability that would not have been sustained, suffered or incurred by Vivendi, Seagram,
Vivendi Universal Holdings or Vivendi Universal Exchangeco but for the completion of the
holding company alternative; and

« a release of Vivendi, Seagram, Vivendi Universal Holdings and Vivendi Universal Exchangeco (and
their respective directors, officers, employees and agents) and their advisors from all liabilities
suffered or incurred as a result of certain information provided by any of them to the shareholder in
connection with the holding company alternative.
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CHAPTER FOUR — PRO FORMA HISTORICAL AND INTERIM FINANCIAL INFORMATION

UNAUDITED PRO FORMA CONSOLIDATED CONDENSED
FINANCIAL STATEMENTS

Introduction

The following unaudited pro forma consolidated condensed financial statements have been prepared to
present the effects of the disposals made in the 2000 fiscal year as well as the proposed business
combination of Vivendi Universal and Seagram. The acquisition of Vivendi by Vivendi Universal is
considered to be a reverse acquisition by Vivendi of Vivendi Universal for accounting purposes. Because
Vivendi Universal is Vivendi’s wholly-owned holding company subsidiary, that transaction has no impact
on the historical Vivendi consolidated financial statements or on the unaudited pro forma financial
statements.

The unaudited pro forma financial statements have been derived from, and should be read in
conjunction with, the historical and interim consolidated financial statements, including the notes thereto,
of both Vivendi and Seagram. The December 31, 1999 consolidated financial statements of Vivendi and
the June 30, 2000 unaudited consolidated financial statements of Vivendi are included in this joint proxy-
statement-prospectus. The consolidated financial data of Seagram are included in its Annual Report on
Form 10-K for the fiscal year ended June 30, 2000, which is incorporated by reference in this joint proxy
statement-prospectus. See “Where You Can Find More Information.”

The unaudited pro forma financial statements are presented for informational purposes only and are
not necessarily indicative of the financial position or results of operations of Vivendi Universal or Vivendi
that would have occurred had the transactions been consummated as of the dates indicated. In addition,
the unaudited pro forma financial statements are not necessarily indicative of the future financial condition
or operation results of Vivendi Universal.

Terms of the Merger Transactions

In Vivendi Universal’s combination with Seagram, holders of Seagram common shares will receive a
number of Vivendi Universal ADSs, each representing one share of Vivendi Universal, or in the case of
electing Canadian resident holders of Seagram common shares, exchangeable shares, in each case
determined with reference to an exchange ratio set forth in the plan of arrangement (in the case of
exchangeable shares, subject to adjustment in limited circumstances). The exchange ratio will be equal to
U.S.$77.35 divided by the U.S. dollar equivalent of the average of the daily closing prices of the Vivendi
ordinary shares on the Paris Bourse during a measuring period preceding the closing, unless the average is
equal to or less than U.S.$96.6875 (in which case the ratio will be 0.8000) or the average is equal to or
greater than U.S.$124.3369 (in which case the exchange ratio will be 0.6221). The measuring period is
the twenty consecutive trading days ending on the third complete trading day prior to the completion of
the arrangement.

In connection with the proposed business combination of Vivendi Universal and Seagram, Vivendi will
enter into a series of transactions involving CANAL+, an entity approximately 49% owned by Vivendi and
included in its consolidated financial statements. Vivendi Universal will acquire all the businesses of
CANAL+ other than the French premium pay television channel business. CANAL+ shareholders will
receive two Vivendi Universal ordinary shares for each CANAL+ ordinary share they hold and will retain
their existing shares in CANAL+, which will retain the French premium pay television channel business.
Vivendi will remain a 49% shareholder in CANAL+. Accordingly, the pro forma adjustments include the
effects of this acquisition. In addition, the pro forma adjustments recognize the amortization of goodwill
over 40 years, as well as the revenues and expenses of CANAL+ for the full year ended December 31,
1999 and the six-month period ended June 30, 2000. Vivendi has not yet determined the fair values of the
assets acquired and liabilities assumed from CANAL+ or the amortization periods for intangible assets.
As a result, the final allocation of the excess of the purchase price over the book value of the net assets
acquired could differ from that used in the preparation of the unaudited historical and interim pro forma
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financial statements, and that difference could be material. The final allocation is expected to be completed
within one year of the completion of the merger transactions.

Vivendi Universal intends to account for the combination with Seagram using the purchase method of
accounting for business combinations. Vivendi has not yet determined the fair values of the assets acquired
and liabilities assumed from Seagram or the amortization periods for intangible assets. As a result, the
final allocation of the excess of the purchase price over the book value of the net assets acquired could
differ from that used in the preparation of the unaudited pro forma financial statements, and that
difference could be material. The final allocation is expected to be completed within one year of the
completion of the transactions. Therefore, pro forma adjustments for the Seagram transactions primarily
include the application of purchase accounting, i.e., the allocation of the purchase price of Seagram to the
Spirits and Wine segment to be sold as described below, the recording of the excess of the purchase price
over the book value of net assets acquired as goodwill, and the related amortization of this goodwill in the
unaudited pro forma statement of income.

Seagram has acquired a substantial part of its music business in 1998 and its film business in 1995 in
business combinations accounted for as purchases. Therefore, no adjustments have been made to the
historical Seagram intangible assets in the unaudited pro forma financial statements. For pro forma
purposes, Vivendi has allocated the entire excess purchase price to goodwill, which is amortized over
40 years.

The final purchase price allocation may result in different amortization periods and methods for
intangible assets than that presented in these unaudited pro forma financial statements. A change in
amortization periods would affect the amount of annual amortization expense.

No potential incremental costs or benefits that may result from the transactions, or costs incurred to
effect such transactions, have been reflected in the accompanying unaudited pro forma consolidated
condensed statement of income. Furthermore, management has not made any adjustments to income tax
provisions to reflect changes that may arise as a result of Seagram and CANAL+ becoming consolidated
tax entities of Vivendi Universal.

Plans to dispose of Seagram’s Spirits and Wine segment

Seagram and Vivendi have decided to dispose of Seagram’s Spirits and Wine segment and hope to
complete the sale as soon as practicable following the business combination of Vivendi Universal and
Seagram. Accordingly, the unaudited pro forma financial information excludes this segment and accounts
for it as a discontinued operation in accordance with EITF 87-11. Vivendi Universal estimates that the
selling price of the Spirits and Wine segment will range from U.S.$8 billion to U.S.$11 billion. For the
purpose of the unaudited pro forma financial statements, the purchase price of Seagram has been partially
allocated to the assets to be sold for an amount of U.S.$9,500 million, the average of the range. Presently,
Vivendi Universal is not in a position to compute the tax effect of the disposal, which therefore has not
been reflected in the pro forma financial statements.

As a preliminary step toward the anticipated sale of the Spirits and Wine business, Seagram and JES
intend to tender for all of their outstanding debt securities which would otherwise mature between April
2001 and December 2028. The debt securities, including the subordinated deferrable notes which are part
of the adjustable conversion-rate equity securities units (ACES) issued by JES and Seagram, have an
aggregate principal amount of approximately U.S.$7.175 billion. Seagram and JES intend to commence
the tender offers for all of the debt securities substantially concurrent with delivery of this joint proxy
statement-prospectus, except for the tender offers for JES’s Senior Quarterly Income Debt Securities and
the subordinated deferrable notes which are part of the ACES units, which are expected to be commenced
at a later date. Seagram and JES anticipate that the tender offers commenced substantially concurrent
with the delivery of this joint proxy statement-prospectus will close several business days after completion
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of the merger transactions. Consummation of these tender offers will be conditioned upon, among other
things, completion of the merger transactions and receipt of consents required to adopt proposed
amendments to the debt securities and the indentures pursuant to which they were issued. Vivendi is
arranging certain bridge financing facilities with various financial institutions to provide funding for
Seagram and JES for the tender offers and consent solicitations. Vivendi intends to repay amounts drawn
under these bridge financing facilities from the proceeds of the sale of the Spirits and Wine segment. The
consequences of consummation of the tender offers and consent solicitations have not been reflected in the
accompanying pro forma consolidated condensed financial statements.

Plan to dispose of Vivendi’s interest in BSkyB

In connection with the European Commission’s approval of the merger transactions pursuant to the
relevant European merger regulations, Vivendi has committed to divest of almost all of its current stake in
BSkyB, the leading pay-television broadcasting service in the United Kingdom and Ireland, within a period
of two years from the completion of the merger transactions. Accordingly, the unaudited pro forma
financial information excludes this investment. In the absence of any detailed plan of disposition, this pro
forma information does not reflect the receipt or application of any amounts to be received in connection
with this disposition. Based on the average market price of BSkyB shares over the past three months,
Vivendi Universal estimates that the total proceeds of a sale of its interest in BSkyB would have been
approximately €6.1 billion net of tax of approximately €2.7 billion.

The actual selling price will be determined at the time of the sale and may vary significantly from this
estimate.
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Pro Forma Unaudited Consolidated Condensed Balance Sheet

June 30, 2000

Pro forma Disposition of Divestiture of Pro forma
Vivendi Seagram adjustments business (e) investment(g) combined
(€ million)
ASSETS
Accounts receivable . ........... 17,401 2,110 1,141 (d) 0 2) 20,650
Other current assets............ 8,534 2947 1,650 (d) 0 13,131
Total current assets .... 25,935 5,057 2,791 0 2) 33,787
Investments................... 6,775 5,863 (1,435)(d) (121) 284 11,366
Goodwill, net ................. 17,364 11,816 27,161 (a) 0 (3,262) 53,079
Other intangible assets, net. ... .. 4931 3,970 2,072 (d) 0 10,973
Property, plant and equipment,
net ... 15,788 2,545 934 (d) 0 19,267
Other assets .................. 0 638 0 0 638
Net assets of discontinued
Operations . ................. 0 3,397 6,545 (f) 0 9,942
Total assets........... 70,793 33,286 38,068 (121) (2,980) 139,046
LIABILITIES AND
SHAREHOLDERS’ EQUITY
Accounts payable .............. 15,935 6,039 1,590 (d) 0 (520) 23,044
Other current liabilities . ........ 12,522 2,890 2,176 (d) 0 17,588
Total current liabilities .. 28,457 8,929 3,766 0 (520) 40,632
Long-term debt ............... 17,902 7,721 1,752 (d) 0 27,375
Other long-term liabilities .. . . .. .. 5,478 1,870 287 (d) 0 7,635
Total liabilities ........ 51,837 18,520 5,805 0 (520) 75,642
Minority interests . ............. 2,183 1,969 214 (d) 0 4,366
Total shareholders’ equity . ...... 16,773 12,797 45,966 (b) (121) (2,460) 59,038
(13,917) (¢)
Total liabilities and
shareholders’ equity .. 70,793 33,286 38,068 (121) (2,980) 139,046

(a)

(b)
(c)

(d)

(e)

()

(2)

Represents the excess of the purchase price for Seagram net of selling price of assets to be sold over
the net book value of net assets acquired for €13,117 million plus the excess of the purchase price
over net book value of the CANAL+ minority interests acquired for €11,268 million plus the net
effect of the consolidation of CANAL++ for €2,776 million.

Represents additional paid-in capital of Vivendi common stock to be issued in the transactions.

Represents elimination of paid-in capital, retained earnings and accumulated other comprehensive
income of Seagram.

Represents the effect of consolidating CANAL+’s gross assets and liabilities under US GAAP as the
prior investment was carried under the equity method.

Represents the divestiture of the remaining investment in Vinci. The gain realized during the first
semester of 2000 on the sale of the 32.3% stake in Vinci is included in Vivendi’s shareholders’ equity.

Represents the portion of Seagram’s goodwill allocated to Spirits and Wine segment (selling price
€9,942 million to be compared to historical book value of assets of €3,397 million).

Represents the divestiture of the investment in BSkyB and of the holding company BSBH whose sole
asset is its stake in BSkyB and which is 100% owned and consolidated by Vivendi.
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Pro Forma Unaudited Consolidated Condensed Income Statement
For the six months ended June 30, 2000

Pro forma Disposition of  Divestiture of  Pro forma
Vivendi  Seagram adjustments (i)  business (j) investment (k)  combined
(In millions of €, except per share data)
Net revenues(*) . ............... 15,715 5,080 1,854 0 22,649
Cost of revenues(*) ............. (11,157) (3,033) (1,409) 0 (15,600)
Selling, general and administrative .. (3,554) (1,956) (457) 0 (5,967)
Operating margin ............. 1,003 91 (12) 0 0 1,082
Amortization of goodwill ......... (263) (182) (347) (h) 0 45 (748)
Other operating expenses, net. . ... (280) 0 (70) 0 L (350)
Operating income (loss) ....... 459 (92) (429) 0 45 (16)
Interest expense, net ............ (342) (352) (31) 0 (725)
Other income, net .............. 1,129 0 181 (279) L 1,031
Income before taxes, minority
interest and equity interest ... 1,246 (443) (279) (279) 45 290
Income tax expense (benefit) ... .. (420) (134) (70) 39 L (585)
Income before minority interest
and equity interest .......... 827 (578) (349) (240) 45 (296)
Equity interest earnings (losses) .. (126) 23 2) (13) 107 (11)
Minority interest................ (167) 3 0 0 L (164)
Income (loss) from continuing
operations . ................ 533 (552) (351) (253) 152 (471)
Operations per share
Basic ......... ... il 0.94 (0.45)
Diluted........................ 0.91 (0.45)
Average common shares (in
millions)
Basic ......... .. il 566.1 1,051,6
Diluted. . ........... ... ... . ... 684.9 1,070.4

(*) Includes excise taxes collected on behalf of local authorities for €922 million for Vivendi.

(h) Represents the semester amortization of goodwill over 40 years totaling €164 million related to
goodwill arising from the acquisition of Seagram and €141 million related to goodwill arising from the
acquisition of CANAL+. The additional €42 million is the amortization of goodwill previously
recorded in the CANAL+ financial statements.

(i) Represents the consolidation of the operating results of CANAL+ for the semester ended June 30,
2000 not previously included in the Vivendi income statement in accordance with U.S. GAAP,
cumulated with the amortization of goodwill generated by the transaction as described in footnote (h)
above.

(j) Represents the divestiture of the remaining stake in Vinci together with the reversal of the gain
realised on the sale of 32.3% of Vinci shares during the first semester 2000. This gain amounts to
€279 million and the related income tax amounts to €39 million.

(k) Represents the divestiture of the investment in BSkyB and of the holding company BSBH whose sole
asset is its stake in BSkyB and which is 100% owned and consolidated by Vivendi.

The accompanying notes are an integral part of these pro forma financial statements.
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Pro Forma Unaudited Consolidated Condensed Income Statement

For the year ended December 31, 1999

Pro forma Disposition of Divestiture of Pro forma
Vivendi Seagram adjustments(m)  business(n) investment (o) combined
(€ million)
Net revenues(*) ................ 36,543 9,637 3,286 8,885 40,581
Cost of revenues(*) ............. 26,719 5,814 2,472 7,789 27,216
Selling, general and administrative . . 8,293 3,713 790 994 L 11,802
Operating margin ............. 1,531 110 24 102 0 1,563
Amortization of goodwill ......... 766 307 677 (1) 46 30 1,674
Other operating expenses . ........ 1,442 (55) 120 0 L 1,507
Operating income (loss) ....... (677) (142) (772) 56 (30) (1,617)
Interest expense, net............. 371 622 45 (84) 1,122
Other income, net............... 533 212 100 7 L 838
Income (loss) before taxes,
minority interest and equity
interest ........... ... ... (515)  (552) (718) 147 (30) (1,902)
Income tax expense (benefit) ..... (716)  (260) 106 (105) L (765)
Income (loss) before minority
interest and equity interest. .. ... 201 (292) (824) 252 (30) (1,138)
Equity interest earnings (losses) . .. 21 127 23 (42) (58) 271
Minority interest . ............... (24) 10 (17) 70 L (101)
Income (loss) from continuing
Operations . . .................. 246 (175) (784) 140 (88) (766)
Income (loss) from continuing
operations per share:
Basic................. ... ..., 0.48 (0.77)
Diluted ...................... 0.47 0.77)
Average common shares (in
millions):
Basic............ ... .. L 511.3 991.1
Diluted ............. ... ... .. 525.2 1,005.0

(*) Includes excise taxes collected on behalf of local authorities for €2,112 million for Vivendi.

(I) Represents the annual amortization of goodwill over 40 years, totalling €328 million related to goodwill

arising from the acquisition of Seagram and €278 million related to goodwill arising from the
acquisition of CANAL+. The additional €71 million is the amortization of goodwill previously

recorded in the CANAL+ financial statements.

(m) Represents the consolidation of the operating results of CANAL+ for the year ended December 31,
1999 not previously included in the Vivendi income statement in accordance with U.S. GAAP
cumulated with the amortization of goodwill generated by the transactions as described in

footnote (1) above.

(n) Represents the deconsolidation of the operating results of Vinci, partially disposed in the year 2000.

(0) Represents the divestiture of the investment in BSkyB and of the holding company BSBH whose sole
asset is its stake in BSkyB and which is 100% owned and consolidated by Vivendi.

The accompanying notes are an integral part of these pro forma financial statements.
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1) Basis of Presentation

These unaudited pro forma consolidated condensed financial statements have been prepared in
accordance with accounting principles generally accepted in the United States (“U.S. GAAP”) to
illustrate the effects of the business combination on the historical financial position and operating results of
Vivendi and Seagram. The unaudited pro forma consolidated condensed balance sheet of Vivendi
Universal at June 30, 2000 gives effect to the business combination as if it occurred at June 30, 2000. The
unaudited pro forma consolidated condensed statements of income for the year ended December 31, 1999
and six months ended June 30, 2000 give effect to the business combination as if it occurred at January 1,
1999 and January 1, 2000, respectively. For purposes of preparing unaudited pro forma financial
statements, Vivendi has been determined to be the acquirer of Seagram and CANAL+’s transferred
businesses.

Historically, Vivendi’s fiscal year-end has been December 31, whereas Seagram’s fiscal year-end has
been June 30. Consequently, the unaudited interim pro forma consolidated condensed balance sheet is
based on the interim unaudited consolidated balance sheet of Vivendi at June 30, 2000 and the historical
audited consolidated balance sheet of Seagram at June 30, 2000. The unaudited pro forma consolidated
condensed statement of income at December 31, 1999 is based on the historical operating results of
Vivendi for the year ended December 31, 1999, and the unaudited historical operating results of Seagram
for the six months ended June 30, 2000 and the six months ended December 31, 1999. The unaudited
interim pro forma consolidated condensed statement of income is based on the interim unaudited operating
results of Vivendi for the six months ended June 30, 2000 and the unaudited historical operating results of
Seagram for the six months ended June 30, 2000.

The unaudited consolidated condensed balance sheet of Seagram was translated from U.S. dollars to
euros at the June 30, 2000 exchange rate of U.S.$1.0465. The unaudited consolidated condensed income
statement of Seagram was translated from U.S. dollars to euros at the average exchange rate for the six-
month period ended June 30, 2000 of U.S.$1.0410. Certain Seagram historical financial statement amounts
have been reclassified for pro forma presentation.

2) Conversion of Vivendi Historical Financial Information to U.S. GAAP

Vivendi has prepared its historical consolidated financial statements in accordance with already
defined French GAAP. French GAAP differs in certain significant respects from U.S. GAAP. A
discussion of the principal differences between French GAAP and U.S. GAAP, as they relate to Vivendi,
is presented in Note 25A and Note 15A to Vivendi’s financial statements at December 31, 1999 and at
June 30, 2000, respectively. Reconciliations of shareholders’ equity and net income from French GAAP to
U.S. GAAP are presented in Note 25B and Note 15B to Vivendi’s financial statements at December 31,
1999 and at June 30, 2000, respectively.

140



NOTES TO THE UNAUDITED PRO FORMA
CONSOLIDATED CONDENSED FINANCIAL STATEMENTS — (Continued)

The following is a summary of the conversion of the condensed unaudited consolidated balance sheet
and consolidated income statement of Vivendi from French GAAP to U.S. GAAP.

U.S. GAAP
French adjustments US.
June 30, 2000 GAAP (A) (B) GAAP
(in millions of €)
ASSETS
Accounts receivable . . ... ... 17,834 690 (1,123) 17,401
Other CUrrent assets . .. ... ...vuueune e 14,727 (4,210) (1,983) 8,534
Total current assets ...........coovininernenenan.. 32,561 (3,520) (3,106) 25,935
Investments. . ... 6,129 299 348 6,775
Goodwill, net ... ... 10,210 10,207 (3,053) 17,364
Other intangible assets, net.................oovininnann.. 8,683 (1,687) (2,065) 4,931
Property, plant and equipment, net ........................ 19,452 565 (4,229) 15,788
Total assets .. ....ooviii 77,034 5,863 (12,105) 70,793
LIABILITIES AND SHAREHOLDERS’ EQUITY
Accounts payable .. ...... .. .. 18,348 797 (3,210) 15,935
Other current liabilities . ........... .. .. ... ... .. ... ... 14,891 54 (2,423) 12,522
Total current liabilities .......................... 33,239 851 (5,633) 28,457
Long-term debt .......... .. ... i 18,980 2,299 (3,376) 17,902
Other long-term liabilities. .............. ... ..., 8,198 (2,209) (511) 5,478
Total liabilities . ................ ... ... .......... 60,417 940 (9,521) 51,837
Minority interests . . ... ovt et 4,103 663 (2,584) 2,183
Total shareholders” equity . ....................... 12,514 4,259 0 16,773
Total liabilities and shareholders’ equity . ................... 77,034 5,863 (12,104) 70,793

(A) Adjustments and Reclassifications from Implementation of U.S. GAAP — The entries that
result in an adjustment to total shareholders’ equity as determined under French GAAP are explained in
Note 15A of Vivendi’s Financial Statements. See “Financial Statements — Vivendi Financial Statements.”
The detail of these entries is presented in Note 15B of Vivendi’s Financial Statements. In addition, these
entries reflect the recording of those U.S. GAAP adjustments and reclassifications that do not result in an
adjustment to total shareholders’ equity as determined under French GAAP. Because they did not impact
shareholders’ equity, these differences between French GAAP and U.S. GAAP have not been discussed

elsewhere. These entries are comprised of the following:

i) Capital leases — The criteria for capital lease classification under French GAAP are more
restrictive than are those under U.S. GAAP. Accordingly, certain leases that have been classified as
operating leases under French GAAP have been reclassified as capital leases. The adjustments reflect

the recognition of an asset and a corresponding debt obligation.

ii) Transfer of receivables — Under U.S. GAAP criteria, certain sales of accounts receivable are
not considered to be sales. Accordingly, the related assets must continue to be recognized along with

a corresponding liability.

iii) Recognition of debt — A Vivendi subsidiary has entered into an agreement with its creditors
to offset amounts owed against receivables. Under U.S. GAAP, a liability for the total amount owed

would be recorded and the receivable would not be adjusted.
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(B) CANAL++ and Proportionate Consolidation — These entries reflect the deconsolidation of
CANAL+ and of entities proportionally consolidated under French GAAP and the application of the
equity method to account for Vivendi’s investment in these entities. These entries also reflect the
adjustment of assets and liabilities of CANAL+ and of entities proportionately consolidated to reflect the
implementation of U.S. GAAP by those entities.

In Note 25C and Note 15C of Vivendi’s Financial Statements at December 31, 1999 and at June 30,
2000, respectively, Vivendi has presented an income statement in a format consistent with U.S. GAAP
and the provisions of Regulation S-X. The income statements presented reflect the recording of entries
that resulted in an adjustment of net income determined under French GAAP. These condensed income
statements do not reflect the deconsolidation of entities proportionately consolidated under French GAAP,
as these entries did not result in an adjustment to net income.

The tables below summarize the adjustments to the unaudited condensed income statements in U.S.
GAAP format presented in Notes 25C and 15C of Vivendi’s Financial Statements to U.S. GAAP:

U.S. GAAP
Per adjustments
June 30, 2000 (€ millions) Note 15C X) U.S. GAAP
Netrevenues(®) .. ...t 17,191 (1,476) 15,715
Costof revenues(™) ... ... (12,364) 1,207 (11,157)
Selling, general and administrative......................... (3,661) 107 (3,554)
Operating margin . ...........viuneineineneenenannn.. 1,166 (163) 1,003
Amortization of goodwill . ............. ... ... .. .. ... .. ... (268) 5 (263)
Other operating expenses, Net............c.uureunenennnn... (290) 9 (280)
Operating iNCOME . . . .\ttt ittt it e e 608 (149) 459
Interest expense, Net . ...........uriiniirninnenennnn.n. (396) 54 (342)
Other income, net ...... ... ..ot 1,140 (11) 1,129
Income before taxes, minority interest and equity
INEETES . . ot 1,352 (106) 1,246
Income tax expense (benefit) ............................. (459) 39 (420)
Income before minority interest and equity interest......... 893 (67) 827
Equity interest earnings (losses) .............. ..., (158) 32 (126)
Minority INterest . ... oottt (202) 35 (167)
Income (loss) from continuing operations ................ 533 0 533

(*) Includes excise taxes collected on behalf of local authorities for €922 million for Vivendi.

U.S. GAAP
Per adjustments
December 31, 1999 (€ millions) Note 25C X) U.S. GAAP
Netrevenues(™) . ..o 39,052 (2,509) 36,543
Cost of revenues(™) . ... 28,898 (2,179) 26,719
Selling, general and administrative......................... 8,467 (174) 8,293
Operating margin ... ........uueeuuneennneennnennnnenn. 1,687 (156) 1,531
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U.S. GAAP
Per adjustments
December 31, 1999 (€ millions) Note 25C X) U.S. GAAP
Amortization of goodwill . ............. ... ... ... ... ...... 771 (5) 766
Other operating expenses, Net............c.vureunenennnn... 1,437 5 1,442
Operating iNCOME . . . ..ttt ettt et e e (521) (156) (677)
Interest expense, N€t . .........ciuiiiiinii 401 (30) 371
Other income, N€t ....... ...ttt 535 (2) 533
Income before taxes, minority interest and equity interest . . ... (387) (128) (515)
Income tax expense (benefit) ............................. (675) (41) (716)
Income before minority interest and equity interest......... 288 (87) 201
Equity interest (earnings) losses .............. ... ... (66) 87 21
Minority interest . ... oottt (24) 0 (24)
Income (loss) from continuing operations ................ 246 0 246

(*) Includes excise taxes collected on behalf of local authorities for €2,112 million for Vivendi.

(X) Proportionate consolidation: The portion of the entities, proportionately consolidated total
revenues and expenses equal to Vivendi’s ownership percentage in these entities is deducted from the
Vivendi consolidated income statement, and income in the entities’ earnings is recorded equal to Vivendi’s
interest in the entities’ shareholders’ equity.

3) Purchase Price

With respect to the business combination with Seagram, the number of shares to be issued to effect
the acquisition is based on a formula that is tied to the market price of Vivendi ordinary shares on the
Paris Bourse, as described in “Introduction — Questions and Answers About the Meetings and the Merger
Transactions.” Therefore, the measurement date of the purchase price cannot be known until the date that
the formula is finally applied. However, for purposes of these unaudited pro forma condensed consolidated
financial statements, Vivendi Universal has determined the purchase price of Seagram as follows.

On July 4, 2000, the average closing price for the 20-day measuring period defined in the plan of
arrangement was U.S.$96.18. This was the first day that the average closing price, upon which the
exchange formula is based, went below the “floor” of U.S.$96.6875. Since July 4, 2000 and through the
date of this joint proxy statement-prospectus, the average closing price of Vivendi ordinary shares on the
Paris Bourse over any 20-day measuring period has remained below this floor. Accordingly, application of
the formula resulted in a change in the number of shares issued to effect the Seagram transaction; because
the 20-day average closing price is below the floor of U.S.$96.6875 set forth in the Seagram transaction
documents, the exchange ratio is adjusted to 0.8 Vivendi Universal ordinary shares for every 1.0 Seagram
share. The earliest date that this is known and does not change (as of the date of the registration
statement) is July 4, 2000. Therefore, July 4, 2000 is the measurement date. The average of the closing
prices of Vivendi’s shares for the five days before and the five days after July 4, 2000 is used to value the
shares to be issued in the purchase business combination.
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Based on this application, the purchase price of Seagram is as follows:

Seagram common shares outstanding as of

September 30, 2000 443,663,363
Contractual exchange ratio 0.8 Vivendi Universal share to 1.0
Seagram share
Measurement date July 4, 2000
Average closing price 5 days before and 5 days
after the measurement date €91.45
Purchase price of Seagram common shares €32,458 million

The final valuation of Vivendi Universal ordinary shares ultimately used to measure the purchase
price of Seagram common shares may differ based on market fluctuations.

With respect to the acquisition of CANAL++’s transferred businesses, the number of shares to be
issued to effect the acquisition is not based on a formula and is not subject to change. Therefore the
measurement date for this transaction is June 20, 2000, the date that the terms of the acquisition were
agreed to and announced. The value of the equity securities to be issued by Vivendi Universal is then
determined based on the market price of Vivendi shares over a reasonable time before and after the
announcement of the transaction.

Based on this application, the purchase price of CANAL+’s transferred businesses is as follows:

CANAL+ ordinary shares to be acquired 65,281,604
Contractual exchange ratio 2.0 Vivendi Universal ordinary shares to
1.0 CANAL+ ordinary share
Measurement date June 20, 2000
Average closing price 5 days before and 5 days
after the measurement date €94.88
Purchase price of CANAL+ ordinary shares €12,388 million

4) Preliminary Purchase Price Allocation

Due to the fact that the Seagram transactions have been negotiated in June 2000 and on limits on
access to information prior to consummation of the transactions, a detailed purchase price allocation is in
process but has not been completed. However, on the basis of the review that Vivendi conducted as part of
the acquisition process, Vivendi’s management believes that the preliminary allocation used for the pro
forma financial information is a reasonable estimate of the allocation.

With the exception of the Spirits and Wine segment, all of the Seagram operating units with
significant identified and unidentified intangible assets (i.e., the Music and Film Segments) have been
acquired through recent purchase business combinations. In connection with each of the purchase business
combinations, a detailed purchase price allocation was performed by Seagram in accordance with APB 16.
Due to the relatively short time period between these acquisitions and the Seagram transaction, and based
upon Vivendi’s initial due diligence, it is the opinion of Vivendi that the book values of these assets and
liabilities are a reasonable approximation of fair value.

The Music segment was acquired in the acquisition of PolyGram in December of 1998 and, to a
much lesser extent, similar assets were acquired in the 1995 acquisition of MCA Universal. The purchase
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price study relating to the PolyGram purchase was completed the quarter ended December 31, 1999 and
resulted in a final allocation to intangibles assets of U.S.$2.8 billion and to goodwill of U.S.$9.6 billion.

The Film segment was for the most part acquired in the acquisition of MCA Universal in 1995 and to
a much lesser extent in the acquisition of PolyGram. The purchase price study relating to the MCA
Universal purchase was completed the year ended June 30, 1996 and resulted in a final allocation to
intangible assets of U.S.$0.8 billion and to goodwill of U.S.$2.6 billion.

The Spirits and Wine segment is reflected as a business to be sold. A portion of Seagram’s purchase
price is therefore allocated to the business to be sold. For the purpose of the unaudited pro forma financial
statements, this allocated amount has been determined as the average value of expected selling price
range. The tax effect of the disposal is not reflected in the pro forma financial statements.

Based on information currently available, Vivendi has performed a preliminary allocation of the
estimated purchase price of Seagram as follows:

Calculation of estimated purchase price at June 30, 2000
(€ millions)

Estimated market value of common stock issued to effect transaction.............. 32,458

Allocation of the Seagram purchase price:

Assets:

Tangible @SSElS. .. ...ttt 14,101

Historical goodwill. . ... .. ... 11,816

Historical other intangible assets .. ...........c.coiuiiii i 3,970

Estimated fair value of Spirits and Wine segment ............................. 9,942

New goodWill . . .o 13,117

Liabilities:

Seagram’s historical liabilities and minority interest ............ ... . ... ... ... (20,488)
Total purchase price (at June 30, 2000 exchange rates) ................c........ 32,458

The final allocation of the purchase price will be determined after the completion of the transaction
and will be based on a comprehensive final evaluation of the fair value of the tangible and identifiable
intangible assets acquired and liabilities assumed from Seagram at the time of the transaction, as well as a
final determination of the purchase price.

Vivendi acquired 15% of the shares of CANAL+ in September 1999, increasing its ownership interest
from 34% to 49%, which allowed the Company to consolidate CANAL+ under French GAAP. Vivendi
accounted for this increase in investment as a step acquisition. Accordingly, Vivendi evaluated the fair
value of the identifiable assets acquired and liabilities assumed at that time. The excess of the purchase
price for the additional 15% of CANAL+ shares over the fair value of the corresponding percentage of net
assets acquired was recorded as goodwill and is amortized over 40 years.

Vivendi has not yet completed its review of the fair values of the CANAL+ identifiable assets in
connection with its acquisition of the remaining 51% ownership of the transferred businesses. Based on the
review performed in connection with the September 1999 transaction, it is the opinion of Vivendi that the
book values of these assets and liabilities are a reasonable approximation of fair value. Therefore, Vivendi’s
management believes that the preliminary allocation used for the pro forma financial information is a
reasonable estimate of the allocation. However, Vivendi does intend to perform another detailed review of
the fair values of the CANAL+ identifiable assets and liabilities, and the final allocation of the purchase
price could differ from that presented in the pro forma financial statements.
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Allocation of the purchase price of CANAL+ non-regulated businesses:

(€ millions)

New goodWill . . ..ot 11,268
Book value of net assets acquired . .......... ... .. i 1,120
Total purchase price . ... ... ..ottt et e e 12,388

5) Pro Forma Income From Continuing Operations Per Share

The pro forma basic and diluted income from continuing operations per share is based on the
weighted average number of common and dilutive equivalent shares outstanding of Vivendi, and for pro
forma basic and diluted earnings per share, the average shares include the 354,930,691 Vivendi Universal
ADS:s expected to be issued to holders of Seagram common stock in the transaction using the exchange
ratio of 0.8 for the acquisition of Seagram common shares, and the 130,563,208 Vivendi Universal ordinary
shares expected to be issued to holders of CANAL+ common stock using the exchange ratio of 2:1 for
the acquisition of the outstanding CANAL+ ordinary shares. The computation of pro forma basic and
diluted income from continuing operations per share for the six months ended June 30, 2000 and the year
ended December 31, 1999 is as follows:

At June 30, At December 31,

2000 1999

Pro forma consolidated loss from continuing operations (€ millions) . . (471) (766)
Weighted average number of shares (millions):

Outstanding basic . .......coiuiii e 1,051.4 991.1

Outstanding — diluted ........... ... ... ... ... ... ... 1,070.4 1,005.0
Pro forma loss from continuing operations per share (€):

BasiC. ... (0.45) (0.77)

Diluted . ... o (0.45) (0.77)
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CHAPTER FIVE — SECURITIES
DESCRIPTION OF VIVENDI UNIVERSAL ORDINARY SHARES

General

As of October 4, 2000, there were 50,359,500 Vivendi Universal authorized and outstanding ordinary
shares. Prior to completion of the merger transactions, Vivendi Universal will amend its statuts to increase
its authorized shares to 88,144,768. All of the outstanding ordinary shares are issued to Vivendi and are
fully paid. Vivendi Universal’s statuts provide that ordinary shares may be held in registered or bearer
form, at the option of the shareholder, as discussed under “— Form, Holding and Transfer.”

Ownership of Vivendi Universal Ordinary Shares by Non-French Persons

The French commercial code currently does not limit the right of non-residents of France or non-
French persons to own and vote ordinary shares of French companies. However, non-residents of France
must file an administrative notice with French authorities in connection with the acquisition of a
controlling interest in a French company. Under existing administrative rulings, ownership of 20% or more
of a company’s share capital or voting rights is regarded as a controlling interest, but a lower percentage
might be held to be a controlling interest in certain circumstances depending upon factors such as:

« the acquiring party’s intentions;
« the acquiring party’s ability to elect directors; and

« financial reliance by the French company on the acquiring party.

Voting, Dividend and Liquidation Rights
Voting Rights

In general, each Vivendi Universal ordinary share will carry the right to cast one vote in shareholder
elections. However, Vivendi Universal’s statuts will adjust the voting rights of shareholders who own in
excess of 2% of the total voting power of Vivendi Universal through the application of a formula designed
to limit the voting power of those shareholders to that which they would possess if 100% of the
shareholders were present at the meeting at which the vote in question takes place. See “The Vivendi
Parties and CANAL+ — Vivendi — Legal Proceedings.”

Dividend Rights

Vivendi Universal may pay dividends only out of its “distributable profits,” plus any amounts held in
its reserve that the shareholders decide to make available for distribution. These amounts may not include
amounts specifically required to be held in reserve by law or the statuts. Distributable profits consist of the
unconsolidated net profit generated in each fiscal year, as increased or reduced by any profit or loss carried
forward from prior years, less any contributions to the reserve accounts made pursuant to law or the
statuts.

Legal Reserve. The French commercial code provides that French sociétés anonymes such as
Vivendi Universal must allocate 5% of their unconsolidated statutory net profit each year to their legal
reserve fund before dividends may be paid with respect to that year. Funds must be allocated until the
amount in the legal reserve is equal to 10% of the aggregate nominal value of the issued and outstanding
share capital. The legal reserve of any company subject to this requirement may be distributed to
shareholders only upon liquidation of the company.

Approval of Dividends. Under the French commercial code, a company’s board of directors may
propose a dividend for approval by the shareholders at the annual general meeting of shareholders. If a
company has earned distributable profits since the end of the preceding fiscal year, as reflected in an
interim income statement certified by its auditors, its board of directors may distribute interim dividends to
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the extent of the distributable profits for the period covered by the interim income statement. The board of
directors exercises this authority subject to French law and regulations and may do so without obtaining
shareholder approval, unless the distribution is of shares. Vivendi generally does not, and we do not
anticipate that Vivendi Universal will, pay interim dividends.

Distribution of Dividends. Dividends will be distributed to shareholders pro rata in accordance with
the nominal value of ordinary shares held. In the case of interim dividends, distributions will be payable to
shareholders on the date of the management board meeting at which the distribution of interim dividends
is approved. The actual dividend payment date will be decided by the shareholders in an ordinary general
meeting (or by the board of directors in the absence of such a decision by the shareholders).

Timing of Payment. Under the French commercial code, Vivendi Universal must pay any dividends
approved by the board of directors or shareholders within nine months of the end of its fiscal year unless
otherwise authorized by court order. Dividends on shares that are not claimed within five years of the date
of declared payment revert to the French government.

Liquidation Rights

If Vivendi Universal is liquidated, any assets remaining after payment of its debts, liquidation
expenses and all of its remaining obligations will be distributed first to repay in full the nominal value of
its ordinary shares. Any surplus will be distributed pro rata among shareholders in proportion to the
nominal value of their shareholdings.

Preferential Subscription Rights

Under the French commercial code, if Vivendi Universal issues additional shares, or any equity
securities or other specific kinds of additional securities carrying a right, directly or indirectly, to purchase
equity securities issued by Vivendi Universal for cash, current shareholders will have preferential
subscription rights to these securities on a pro rata basis. These preferential rights will require Vivendi
Universal to give priority treatment to those shareholders over other persons wishing to subscribe for the
securities. The rights entitle the individual or entity that holds them to subscribe to an issue of any
securities that may increase the share capital of Vivendi Universal by means of a cash payment or a set-off
of cash debts. Preferential subscription rights are transferable during the subscription period relating to a
particular offering. These rights may also be listed on the Paris Bourse.

A two-thirds majority of the Vivendi Universal ordinary shares entitled to vote at an extraordinary
general meeting may vote to waive preferential subscription rights with respect to any particular offering.
French law requires a company’s board of directors and independent auditors to present reports that
specifically address any proposal to waive preferential subscription rights. In the event of a waiver, the
issue of securities must be completed within the period prescribed by law. The shareholders may also
decide at an extraordinary general meeting to give the existing shareholders a non-transferable priority
right to subscribe for the new securities during a limited period of time. Shareholders may also waive their
own preferential subscription rights with respect to any particular offering.

Vivendi has agreed in the merger agreement to take all necessary actions, including making any

necessary securities filings, to ensure that all holders of Vivendi Universal securities, regardless of
jurisdiction of residence, are entitled to all benefits of the foregoing preferential subscription rights.

Listing

Application has been made to list the Vivendi Universal ordinary shares for trading on the Premier
Marché of the Paris Bourse.
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Form, Holding and Transfer

Form of Shares

Vivendi Universal’s statuts provide that the Vivendi Universal ordinary shares may be held in
registered or bearer form. In accordance with French securities law, shareholders’ ownership rights,
whether in registered or bearer form, are represented by book entries instead of share certificates.

Holding of Shares

Vivendi Universal will maintain a share account with Sicovam for all Vivendi Universal ordinary
shares in registered form, which will be administered by BNP Paribas. In addition, Vivendi Universal will
maintain separate accounts in the name of each shareholder either directly, or, at a shareholder’s request,
through the shareholder’s accredited intermediary (i.e., a French broker, bank or financial institution
registered as such). Each shareholder account shows the name of the holder and the number of shares
held and, in the case of shares held through an accredited intermediary, shows that they are so held. BNP
Paribas, as a matter of course, will issue confirmations to each registered shareholder as to shares
registered in the shareholder’s account, but these confirmations are not documents of title.

Vivendi Universal ordinary shares held in bearer form will be held on the shareholder’s behalf in an
account maintained by an accredited intermediary and will be recorded in an account that the accredited
intermediary will maintain with Sicovam, as no other company is authorized to act as central depositary.
That account will be separate from Vivendi Universal’s share account for pure registered Vivendi Universal
ordinary shares with Sicovam. Each accredited intermediary will maintain a record of Vivendi Universal
ordinary shares held through it and will issue physical certificates of registration representing Vivendi
Universal ordinary shares held in bearer form for the Vivendi Universal ordinary shares that it holds.
Vivendi Universal ordinary shares held in bearer form may be transferred only through accredited
intermediaries and Sicovam. Vivendi Universal may ask Sicovam for the identity of the holders of its
ordinary shares or other securities granting immediate or future voting rights, held in bearer form, with the
number of shares or other securities so held.

Transfer of Shares

Vivendi Universal’s statuts do not contain any restrictions on the transfer of Vivendi Universal
ordinary shares. Registered Vivendi Universal ordinary shares must be converted into bearer form before
being transferred on the Paris Bourse and, accordingly, must be recorded in an account maintained by an
accredited intermediary. A shareholder may initiate a transfer by giving instructions to the relevant
accredited intermediary. For dealings on the Paris Bourse, a tax assessed on the price at which the
securities are traded, or impot sur les opérations de bourse, is payable at the rate of 0.3% on transactions
of up to €152449.01 and at a rate of 0.15% for larger trades. This tax is subject to a rebate of €22.87 per
transaction and a maximum assessment of €609.80 per transaction. Nonresidents of France are not
required to pay this tax. In addition, a fee or commission is payable to the broker involved in the
transaction, regardless of whether the transaction occurs in France. No registration duty is normally
payable in France, unless a transfer instrument has been executed in France.

Anti-Takeover Effects

The French commercial code provides that any individual or entity, acting alone or in concert with
others, that becomes the owner, directly or indirectly, of more than 5%, 10%, 20%, 33'5%, 50% or 66%% of
the outstanding shares or voting rights of a listed company in France, such as Vivendi Universal, or that
increases or decreases its shareholding or voting rights above or below any of those percentages, must
notify Vivendi Universal within 15 calendar days of the date it crosses such thresholds of the number of
shares it holds and their voting rights. The individual or entity must also notify the Conseil des Marchés
Financiers (CMF) within five trading days of the date it crosses these thresholds.
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French law and COB regulations impose additional reporting requirements on persons who acquire
more than 10% or 20% of the outstanding shares or voting rights of a listed company. These persons must
file a report with the company, the COB and the CMF within fifteen days of the date they cross the
threshold. In the report, the acquiror must specify its intentions for the following 12-month period,
including whether or not it intends to continue its purchases, to acquire control of the company in question
or to nominate candidates for the board of directors. The CMF makes the notice public. The acquiror
must also publish a press release stating its intentions in a financial newspaper of national circulation in
France. The acquiror may amend its stated intentions, provided that it does so on the basis of significant
changes in its own situation or that of its shareholders. Upon any change of intention, it must file a new
report.

Under CMF regulations, and subject to limited exemptions granted by the CMF, any person or
persons acting in concert that own in excess of 33%3% of the share capital or voting rights of a French
listed company must initiate a public tender offer for the balance of the share capital of such company.

To permit holders to give the required notice, Vivendi Universal will be required to publish in the
BALO no later than 15 calendar days after the annual ordinary general meeting of shareholders
information with respect to the total number of voting rights outstanding as of the date of such meeting.
In addition, if the number of outstanding voting rights changes by 5% or more between two annual
ordinary general meetings, Vivendi Universal will be required to publish in the BALO, within 15 calendar
days of such change, the number of voting rights outstanding and provide the CMF with written notice of
such information. The CMF publishes the total number of voting rights so notified by all listed companies
in a weekly notice (avis), noting the date each such number was last updated.

If any person fails to comply with the legal notification requirement, the shares or voting rights in
excess of the relevant threshold will be deprived of voting rights for all shareholders’ meetings until the
end of a two-year period following the date on which their owner complies with the notification
requirements. In addition, any shareholder who fails to comply with these requirements may have all or
part of its voting rights suspended for up to five years by the Commercial Court at the request of the
chairman, any shareholder or the COB, and may be subject to a €18,293.88 fine.

In addition, a number of provisions of French commercial code allow corporations to adopt statuts
that have anti-takeover effects, including provisions that allow:

« shares with double voting rights;
e a company’s board of directors to increase the company’s share capital during a tender offer;
« limitations on the voting power of shareholders; and

« shareholders’ agreements that provide for preemptive rights in case of a sale of shares by a
shareholder.

For a description of provisions of Vivendi Universal’s statuts that may have anti-takeover effects, see
“Comparison of Shareholders’ Rights — Take-Over Bids and Compulsory Acquisition of Shares; Anti-
Takeover Provisions.”
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DESCRIPTION OF VIVENDI UNIVERSAL ADSs

American Depositary Shares

The depositary will issue the Vivendi Universal ADSs, which will be evidenced by Vivendi Universal
ADRs. Vivendi Universal ordinary shares can be deposited with BNP Paribas, Socié¢té Générale or Crédit
Lyonnais, as custodian, pursuant to a deposit agreement among Vivendi Universal, the depositary and you
as a Vivendi Universal ADR holder. Each Vivendi Universal ADS will represent one Vivendi Universal
ordinary share. Each Vivendi Universal ADS will also represent any securities, cash or other property
deposited with the depositary but not distributed by it directly to you.

The depositary’s corporate trust office is located at 101 Barclay Street, New York, NY 10286. Its
principal executive office is located at One Wall Street, New York, NY 10286.

You may hold Vivendi Universal ADSs either directly or indirectly through your broker or other
financial institution. If you hold Vivendi Universal ADSs directly, by having an ADS registered in your
name on the books of the depositary, you will be a Vivendi Universal ADR holder. Except as otherwise
indicated, this description assumes you hold your Vivendi Universal ADSs directly. If you hold the
Vivendi Universal ADSs through your broker or financial institution, you will be required to rely on the
procedures of that broker or financial institution to assert the rights of a Vivendi Universal ADR holder
described in this section. You should consult with your broker or financial institution to find out what
those procedures are.

Because the depositary will actually hold the Vivendi Universal ordinary shares, you will be required
to rely on it to exercise the rights of a shareholder on your behalf. The obligations of the depositary and its
agents are set out in the deposit agreement. The deposit agreement and the Vivendi Universal ADRs are
governed by New York law.

The following is a summary of the material terms of the deposit agreement. For more complete
information, you should read the entire deposit agreement and the form of Vivendi Universal ADR, which
contains the terms of your Vivendi Universal ADSs. Copies of these documents are exhibits to the
Form F-6 Registration Statement relating to the ADSs. A copy of the deposit agreement will also be on
file with the depositary and the custodian and will be open for inspection by Vivendi Universal ADS
holders during business hours.

Share Dividends and Other Distributions

Vivendi Universal may make various types of distributions with respect to its securities. The
depositary has agreed to pay to you the cash dividends or other distributions it or the custodian receives on
Vivendi Universal ordinary shares or other deposited securities, after deducting its fees and expenses. You
will receive these distributions in proportion to the number of underlying Vivendi Universal ordinary shares
your Vivendi Universal ADSs represent.

e Cash. The depositary will promptly convert any cash dividend or other cash distribution Vivendi
Universal pays on the Vivendi Universal ordinary shares into U.S. dollars, if it can do so. If the
depositary cannot convert the currency, the deposit agreement allows the depositary to distribute
the distribution in the foreign currency, or hold the foreign currency it cannot convert for the
account of the Vivendi Universal ADR holders who have not been paid. It will not invest the
foreign currency and it will not be liable for interest.

Before making a distribution, any withholding taxes that will be required to be paid under
applicable law will be deducted. The depositary will distribute only whole U.S. dollars and cents
and will round fractional cents to the nearest whole cent. If exchange rates fluctuate during a time
when the depositary cannot convert the foreign currency, you may lose some or all of the value of
the distribution.
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o Shares. The depositary will distribute new Vivendi Universal ADRs evidencing any Vivendi
Universal ordinary shares Vivendi Universal distributes as a dividend or free distribution. The
depositary will distribute only whole Vivendi Universal ADRs. It will sell shares that would require
it to issue a fractional Vivendi Universal ADR and distribute the net proceeds in the same way it
does with cash. If additional Vivendi Universal ADRs are not distributed, the existing Vivendi
Universal ADSs will also represent the new Vivendi Universal ordinary shares.

* Rights to receive additional shares. 1f Vivendi Universal offers its shareholders any rights to
subscribe for additional shares or any other rights, the depositary will make these rights available to
you if it can do so. If the depositary makes rights available to you, upon instruction from you, it
will exercise the rights and purchase the shares on your behalf. The depositary will then deposit the
shares and issue Vivendi Universal ADRs to you. It will exercise rights only if you pay it the
exercise price and any other charges the rights require you to pay.

 Other Distributions. The depositary will send to you anything else Vivendi Universal distributes on
deposited securities, after deduction or upon payment of any fees and expenses of the depositary or
any taxes or other governmental charges.

Before the depositary distributes any ADRs, rights or other property to holders of Vivendi Universal
ADSs, Vivendi Universal must instruct it to do so and provide reasonably satisfactory evidence that it is
legal to do so. Vivendi Universal has agreed with the holders of ADRs to take all actions necessary
(including providing the required instructions and evidence to the depositary) to cause the distribution to
you of all shares, rights and anything else distributed to the holders of the Vivendi Universal ordinary
shares to the same extent and in the same form as any distributions made to the holders of Vivendi
Universal ordinary shares, except that you will receive Vivendi Universal ADRs upon any distribution of
Vivendi Universal ordinary shares and you will receive distributions of cash to the extent provided above.
Vivendi Universal has agreed with the holders of ADRs to register the Vivendi Universal ADRs, shares,
rights or other securities to be distributed under applicable laws, if required thereunder, and to take all
other actions necessary to permit those distributions to be made. Vivendi Universal has agreed with the
holders of ADRs that it will not make any distributions to the holders of Vivendi Universal ordinary
shares, or offer to the holders of Vivendi Universal ordinary shares any rights to subscribe for additional
shares or other securities, unless the distribution or offer will also be made substantially contemporaneously
to the holders of the Vivendi Universal ADSs as required by the provisions described above.

There can be no assurance that the depositary will be able to convert any currency at a specified
exchange rate, or that such conversion can occur within a specified time period.

Deposit, Withdrawal and Cancellation

The depositary will issue Vivendi Universal ADSs if you or your broker deposits Vivendi Universal
ordinary shares or evidence of rights to receive shares with the custodian. In the case of Vivendi Universal
ADSs issuable in the merger transactions, the depositary will issue the ADSs following deposit by Vivendi
Universal with the custodian of the Vivendi Universal ordinary shares underlying those ADSs.

Vivendi Universal ordinary shares deposited in the future with the custodian will be required to be
accompanied by certain documents, including instruments showing that those shares have been properly
transferred or endorsed to the person on whose behalf the deposit is being made.

The custodian will hold all deposited Vivendi Universal ordinary shares for the account of the
depositary. The custodian will also hold any additional securities, property and cash received on or in
substitution for the deposited Vivendi Universal ordinary shares and not distributed as provided in the
deposit agreement. The deposited Vivendi Universal ordinary shares and any such additional items are
referred to as “deposited securities.”

Upon each deposit of shares, receipt of related delivery documentation and compliance with the other
provisions of the deposit agreement, including the payment of the fees and expenses and any charges of
the depositary and any taxes such as stamp taxes or stock transfer taxes or other fees or charges owing, the
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depositary will issue Vivendi Universal ADRs in the name of the person entitled to them evidencing the
number of Vivendi Universal ADSs to which that person is entitled. Certificated Vivendi Universal ADRs
will be delivered at the depositary’s corporate trust office to the persons you request.

When you turn in your Vivendi Universal ADSs at the depositary’s corporate trust office, the
depositary will, upon payment of certain applicable fees and expenses, charges and taxes, and upon receipt
of proper instructions, deliver the underlying Vivendi Universal ordinary shares to an account designated by
you and maintained by Vivendi Universal, in the case of Vivendi Universal ordinary shares in registered
form, or transfer the Vivendi Universal ordinary shares to an account of an accredited financial institution
on your behalf, in the case of Vivendi Universal ordinary shares in bearer form. The Vivendi Universal
ordinary shares underlying the ADSs issued in connection with the merger transactions will be in bearer
form.

The depositary may close the transfer books, at any time or from time to time, when deemed
advisable by it in connection with the performance of its duties. However, when it does so, Vivendi
Universal ADR holders retain the right to cancel their ADRs and withdraw the underlying deposited
securities at any time subject only to:

 temporary delays caused by the closing of the transfer books of the depositary or Vivendi Universal
or the deposit of Vivendi Universal ordinary shares in connection with voting at a shareholders’
meeting, or the payment of dividends (we are not aware of any statutory or regulatory limit to the
length of time during which Vivendi Universal or the depositary can close its respective transfer
books in connection with these activities; however, as indicated, we expect that any delay in
canceling ADRs and withdrawing the underlying Vivendi Universal ordinary shares to be
temporary);

 the payment of fees, taxes and similar charges; or

» compliance with any laws or governmental regulations relating to ADRs or to the withdrawal of
underlying deposited securities.

The right of Vivendi Universal ADS holders to withdraw underlying deposited securities may not be
limited by any other provision of the deposit agreement.

Voting Rights

In general, each Vivendi Universal ADS will carry the right to cast one vote on matters on which
holders of Vivendi Universal ordinary shares may vote. However, Vivendi Universal’s statuts will adjust the
voting rights of shareholders who own (within the meaning of the statuts and Article L 233-9 of the
French commercial code to which those statuts refer) in excess of 2% of the total voting power of Vivendi
Universal through the application of a formula designed to limit the voting power of those shareholders to
that which they would possess if 100% of the shareholders were present at the meeting at which the vote
in question takes place. See “The Vivendi Parties and CANAL+ — Vivendi — Legal Proceedings.” If you
hold ADSs directly or indirectly through a broker or financial institution, this formula will not be
applicable to you if you represent when you vote that you do not own in excess of 2% of the total voting
power of Vivendi Universal (within the meaning of the statuts and Article L 233-9 of the French
commercial code to which those statuts refer). If you own more than 2% (within the meaning of the
statuts and Article L 233-9 of the French commercial code to which those statuts refer), you will need to
contact the depositary in order to vote; the depositary will forward to Vivendi Universal the information
necessary to allow you to vote. The voting instructions that will be furnished to you will explain these
procedures.

If you are a Vivendi Universal ADS holder, the depositary will provide you with voting instructions
upon its receipt of notice of the meeting, and you may instruct the depositary how to exercise the voting
rights for the Vivendi Universal ordinary shares underlying your Vivendi Universal ADSs. Upon receipt of
notice of any meeting of holders of Vivendi Universal ordinary shares or other deposited securities sent by
Vivendi Universal, the depositary will mail, at Vivendi Universal’s expense, the notice to the Vivendi
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Universal ADR holders as soon as practicable. The notice will contain an English version of the notice
received from Vivendi Universal and an English translation of any materials provided to Vivendi Universal
ordinary shareholders, or in some cases, English equivalents of those materials, and will describe how you,
on or before a certain date, may instruct the depositary to exercise the voting rights for the Vivendi
Universal ordinary shares underlying your Vivendi Universal ADSs, including a statement as to how
Vivendi Universal ordinary shares for which the depositary receives incomplete voting instructions will be
voted. For instructions to be valid, the depositary will be required to receive them on or before the date
specified. The depositary will vote or have its agents vote the shares or other deposited securities as you
instruct and only as you instruct. The depositary will not itself exercise any voting discretion.

Vivendi Universal has agreed to deliver voting materials to the depositary sufficiently in advance of
the meeting to enable the depositary to deliver voting materials to you, such that you will have sufficient
time to give the depositary voting instructions. If you hold Vivendi Universal ADSs through a broker,
dealer or other intermediary, however, we cannot guarantee that your intermediary will send you voting
materials in time for you to exercise your voting rights. The depositary will not charge Vivendi Universal
ADS holders for submitting voting instructions as ADS holders to the depositary in connection with
shareholders’ meetings.

Record Dates

The depositary will fix the dates for determining which of the Vivendi Universal ADS holders will be
entitled:

» to receive a cash dividend or other distribution;

* to give instructions for the exercise of voting rights at a meeting of holders of Vivendi Universal
ordinary shares or other deposited securities; and

* to give instructions for granting approvals for proposed amendments to the deposit agreement,

all subject to the provisions of the deposit agreement.

Reports and Other Communications

The depositary will deliver to all holders of Vivendi Universal ADSs English translations of all notices
and any other communications and reports, including proxy materials, delivered to the holders of the
Vivendi Universal ordinary shares or, in some cases, English equivalents of those documents. In addition,
Vivendi Universal will notify the depositary, and the depositary will notify the Vivendi Universal ADS
holders, of any meeting of Vivendi Universal’s shareholders or Vivendi Universal ADS holders, or of any
adjourned meeting, provided that the depositary receives notice of such meeting from Vivendi Universal.
The depositary will make available for inspection, at its corporate trust office, English translations of all
communications and reports that Vivendi Universal makes available for inspection by holders of Vivendi
Universal ordinary shares or, in some cases, English equivalents of those documents. Vivendi Universal has
agreed to provide the depositary sufficient copies of all documents required to be delivered or made
available to permit the depositary to satisfy these obligations.

The depositary will also make available for inspection at its corporate trust office books, including the
list of holders of receipts, for the registration and transfer of receipts by the Vivendi Universal ADS
holders, provided that the inspection is not for the purpose of communicating with Vivendi Universal ADS
holders in the interest of a business or object other than Vivendi Universal’s business or is for a matter
related to the deposit agreement or the Vivendi Universal ADSs.

Fees and Expenses

Vivendi Universal ADS holders may be charged a fee for each issuance of Vivendi Universal ADSs,
including issuances resulting from distributions of shares, rights and other property, and for each surrender
of Vivendi Universal ADSs, including if the deposit agreement terminates. The fee in each case shall not
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be in excess of U.S.$5.00 for each 100 Vivendi Universal ADSs (or any portion thereof) issued or
surrendered. Vivendi Universal ADS holders or persons depositing shares may also be charged for the
following expenses:

« stock transfer and other taxes and governmental charges;
« cable, telex and facsimile transmission and delivery charges;

« transfer or registration fees for the registration or transfer of deposited securities on any applicable
register in connection with the deposit or withdrawal of deposited securities;

» expenses of the depositary in connection with the conversion of foreign currency into U.S. dollars;
and

« a fee not in excess of U.S.$0.02 per Vivendi Universal ADS (or portion thereof) for any cash
distribution, except for distributions of cash dividends.

Vivendi Universal will pay all other charges and expenses of the depositary, including all fees and
expenses related to the issuance of ADSs in the merger transactions, and any agent of the depositary
(except the custodian) pursuant to agreements entered into from time to time by Vivendi Universal and
the depositary. The fees described above may be amended from time to time.

Payment of Taxes

You will be required to pay any tax or other governmental charge payable by the custodian or the
depositary on any Vivendi Universal ADS or ADR, deposited security or distribution. If you owe any tax
or other governmental charge, the depositary may deduct the amount of that tax or charge from any cash
distribution or sell deposited securities and deduct the amount owing from the net proceeds of such sale.
In either case, you will remain liable for any shortfall. Additionally, if any tax or governmental charge is
unpaid, the depositary may refuse to effect any transfer of a Vivendi Universal ADS or withdrawal of
deposited securities (except under limited circumstances mandated by securities regulations) until such
payment is made. If the depositary sells the deposited securities, it will, if appropriate, reduce the number
of Vivendi Universal ADRs to reflect the sale and pay to you any proceeds, or send to you any property,
remaining after it has paid the taxes. The depositary will use reasonable efforts to assist eligible U.S.
residents, and eligible Canadian residents who request assistance, in recovering amounts to which they may
be entitled under some provisions of French law relating to the payment of dividends, including excess
withholding and amounts in respect of the avoir fiscal. See “Tax Information — Tax Information for
Vivendi Shareholders.”

Reclassifications, Recapitalizations and Mergers

If Vivendi Universal takes certain actions that affect the deposited securities, including (1) any
change in nominal value or par value, split-up, consolidation or other reclassification of deposited securities
or (2) any recapitalization, reorganization, merger, consolidation, liquidation or sale of Vivendi Universal’s
assets, then the shares or other securities received by the depositary will become deposited securities. Any
cash received by the depositary will be distributed to the extent described above. Each Vivendi Universal
ADR will automatically represent its equal share of cash (until distributed) or the new deposited
securities, unless additional Vivendi Universal ADRs are distributed pursuant to the following sentence.
The depositary may execute and deliver additional Vivendi Universal ADRs, as in the case of a
distribution of ordinary shares, or ask you to surrender your outstanding Vivendi Universal ADRs in order
to provide you with new Vivendi Universal ADRs specifically describing the new deposited securities.

Amendment and Termination

In general, Vivendi Universal may agree with the depositary to amend the deposit agreement and the
Vivendi Universal ADSs without your consent. However, holders of a majority of the Vivendi Universal
ADSs must approve in writing any amendment that materially and adversely affects their rights or, with
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respect to specified provisions of the deposit agreement, any amendment that is adverse to them.
Notwithstanding the foregoing, ADR holders do not have the right to approve (1) amendments that are
necessary to comply with any applicable laws or regulations, Vivendi Universal’s statuts or the rules and
regulations of the stock exchange on which the ADSs are listed, (2) amendments to increase the fees or
charges that the depositary may charge to you, and (3) amendments to change the number of Vivendi
Universal ordinary shares that are represented by each ADS. In situations where no approval is required,
Vivendi Universal ADR holders must be given at least 30 days notice of any amendment that imposes or
increases any fees or charges (except for taxes and other charges or registration fees, cable, telex or
facsimile transmission costs, delivery costs or other such expenses), or affects any substantial existing right
of Vivendi Universal ADS holders. If a Vivendi Universal ADS holder continues to hold Vivendi Universal
ADSs after being so notified, such holder will be deemed to have agreed to such amendment.
Notwithstanding the foregoing, an amendment can become effective before notice is given if necessary to
ensure compliance with a new law, rule or regulation.

No amendment will impair your right to surrender your Vivendi Universal ADSs and receive the
underlying securities, except in order to comply with an applicable law.

The depositary will terminate the deposit agreement if Vivendi Universal asks it to do so. Vivendi
Universal can only do so if the deposited securities are listed on the NYSE or the Nasdaq National
Market prior to that termination. The depositary may also terminate the deposit agreement if the
depositary has told Vivendi Universal that it would like to resign and Vivendi Universal has not appointed
a new depositary bank within 90 days. In that event, Vivendi Universal will use its reasonable best efforts
to either (i) enter into a successor depositary agreement having terms no less favorable to the holders of
Vivendi Universal ADSs than the previous depositary agreement or (ii) cause the Vivendi Universal
ordinary shares or other deposited securities (which will be distributed to ADS holders upon surrender of
their ADSs) to be listed on the NYSE or the Nasdaq National Market. The depositary will be required to
notify you at least 90 days before termination.

After termination, the depositary and its agents will be required only to collect dividends and other
distributions on the deposited securities and deliver ordinary shares and other deposited securities upon
cancellation of Vivendi Universal ADSs. After one year from the date of termination, the depositary may
sell any remaining deposited securities by public or private sale. After that, the depositary will hold the
proceeds of the sale, as well as any other cash it is holding under the deposit agreement, for the pro rata
benefit of the Vivendi Universal ADS holders that have not surrendered their Vivendi Universal ADSs. It
will not invest the money and will have no liability for interest. The depositary’s only obligations will be to
account for the proceeds of the sale and other cash. After termination Vivendi Universal’s only obligations
under the deposit agreement will be with respect to indemnification and to pay certain amounts to the
depositary.

Limitations on Obligations and Liability to Vivendi Universal ADR Holders

The deposit agreement expressly limits the obligations and liability of the depositary and its agents.
Neither the depositary nor any of its agents will be liable if it:

* is prevented from or hindered in performing any obligation by circumstances beyond its control,
including, without limitation, requirements of law, rule, regulation, the terms of the deposited
securities and acts of God,

 exercises or fails to exercise discretion under the deposit agreement;
« performs its obligations without negligence or bad faith;

« takes any action or fails to take any action based on advice or information provided by legal
counsel, accountants, any person presenting Vivendi Universal ordinary shares for deposit, any
holder or any other qualified person; or

« relies on any documents it believes in good faith to be genuine and to have been properly executed.
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The deposit agreement limits Vivendi Universal’s liability and obligations, and those of Vivendi
Universal’s agents, in the same way.

Neither the depositary nor Vivendi Universal, nor their respective agents, will be obligated to appear
in, prosecute or defend any action, suit or other proceeding in respect of any deposited securities or the
ADS:s that in the opinion of Vivendi Universal or the depositary, respectively, may lead it to incur expense
or liability, unless indemnity satisfactory to it against all expenses (including fees and disbursements of
counsel) and liability is furnished as often as it requires.

The depositary will not be responsible for a failure to carry out instructions to vote the deposited
securities (provided it performs its obligations in good faith), the matter on which any vote is cast or the
effect of the vote.

The depositary may own and deal in any class of Vivendi Universal securities.

Disclosure of Interest in Vivendi Universal ADSs

Vivendi Universal may from time to time request Vivendi Universal ADS holders to provide
information as to the capacity in which the holders own or owned Vivendi Universal ADSs and regarding
the identity of any other persons then or previously interested in the Vivendi Universal ADSs as to the
nature of such interest and various other matters. The depositary will use reasonable efforts to comply with
written instructions received from Vivendi Universal requesting that the depositary forward any such
requests to the Vivendi Universal ADS holders and to forward to Vivendi Universal any responses to such
requests received by the depositary.

Each Vivendi Universal ADS holder will be required to comply with Vivendi Universal’s statuts, as
they may be amended from time to time, and French law, if applicable, with respect to the disclosure
requirements regarding ownership of Vivendi Universal’s shares, all as if such ADSs were, for this purpose,
the Vivendi Universal ordinary shares represented thereby. For a description of provisions of French law
and Vivendi Universal’s statuts that impose disclosure obligations, see “— Description of Vivendi Universal
Ordinary Shares — Anti-Takeover Effects,” and “Comparison of Shareholders’ Rights — Take-Over Bids
and Compulsory Acquisition of Shares; Anti-Takeover Provisions.” In order to facilitate compliance with
those requirements, Vivendi Universal ADS holders will be required to deliver any required information to
the depositary and Vivendi Universal. Vivendi Universal will, as soon as practicable, forward the
information, if applicable, to the CMF or other French authorities.

Requirements for Depositary Actions

Before the depositary will issue or register transfer of an ADR, make a distribution on an ADR, or
make a withdrawal of shares, the depositary may require:

» payment of stock transfer or other taxes or other governmental charges and transfer or registration
fees charged by third parties for the transfer of any shares or other deposited securities;

 production of satisfactory proof of the identity and genuineness of any signature or other
information it deems necessary; and

e compliance with regulations it may establish, from time to time, consistent with the deposit
agreement, including presentation of transfer documents.

The depositary may refuse to deliver, transfer, or register transfers of Vivendi Universal ADRs
generally when the books of the depositary or Vivendi Universal are closed, or at any time if the depositary
deems it advisable to do so.

You will have the right to cancel your Vivendi Universal ADSs and withdraw the underlying Vivendi
Universal ordinary shares at any time except in circumstances in which the depositary may restrict the
withdrawal of deposited securities. See “— Deposit, Withdrawal and Cancellation.”
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Pre-release of ADRs

In certain circumstances, subject to the provisions of the deposit agreement, the depositary may issue
Vivendi Universal ADRs before deposit of the underlying Vivendi Universal ordinary shares. This is called
a pre-release of the Vivendi Universal ADRs. The depositary may also deliver Vivendi Universal ordinary
shares upon cancellation of pre-released Vivendi Universal ADRs (even if the Vivendi Universal ADRs
are cancelled before the pre-release transaction has been closed out). A pre-release is closed out as soon
as the underlying Vivendi Universal ordinary shares are delivered to the depositary. The depositary may
receive Vivendi Universal ADRs instead of Vivendi Universal ordinary shares to close out a pre-release.
The depositary may pre-release Vivendi Universal ADRs only under the following conditions:

* before or at the time of the pre-release, the party to whom the pre-release is being made must:

 represent to the depositary in writing that it or its customer owns the shares or Vivendi
Universal ADRs to be deposited;

« assign all beneficial ownership of the shares or Vivendi Universal ADRs to the depositary; and

 agree to not take any action with respect to the shares or Vivendi Universal ADRs that is
inconsistent with the transfer of beneficial ownership;

« the pre-release must be fully collateralized with cash or other collateral that the depositary
considers appropriate; and

« the depositary must be able to close out the pre-release on not more than five business days’ notice.
In addition, the depositary will limit the number of Vivendi Universal ADRs that may be outstanding

at any time as a result of pre-release, although the depositary may disregard the limit from time to time, if
it deems it appropriate to do so.
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DESCRIPTION OF EXCHANGEABLE SHARES

General

The exchangeable shares will be issued by Vivendi Universal Exchangeco. The exchangeable shares
will be substantially the economic equivalent of the Vivendi Universal ADSs that a Seagram shareholder
would have received if the holder had elected to receive Vivendi Universal ADSs. Holders of exchangeable
shares will also receive Vivendi Universal voting rights, each of which entitles the holder to one vote on
the same basis and in the same circumstances as one Vivendi Universal ordinary share. For a description
of the Vivendi Universal voting rights, see “— Description of Vivendi Universal Voting Rights.”

The exchangeable shares will be exchangeable at any time before the redemption date, as described
below, at the option of the holder on a one-for-one basis, except as described below, for Vivendi Universal
ADSs. As part of the arrangement, Vivendi Universal, Vivendi Universal Exchangeco and a trustee will
enter into the exchange trust agreement under which, among other things, the trustee will be granted
certain rights and will agree to certain obligations, including those described below, for the benefit of the
holders of exchangeable shares. In addition, as part of the arrangement, Vivendi Universal, Vivendi
Universal Holdings and Vivendi Universal Exchangeco will enter into the support agreement, under which,
among other things, Vivendi Universal will agree to certain obligations, including those described below, to
support the obligations of Vivendi Universal Exchangeco and Vivendi Universal Holdings with respect to
the exchangeable shares. The tax consequences of receiving or holding exchangeable shares may differ
significantly from the tax consequences of receiving or holding Vivendi Universal ADSs depending upon
your particular circumstances. If you are a Canadian resident for purposes of the Canadian Tax Act or a
partnership any member of which is such a Canadian resident, you should consider carefully the tax
consequences to you in determining whether to elect to receive Vivendi Universal ADSs or exchangeable
shares in the arrangement. See “Tax Information — Tax Considerations for Seagram Shareholders —
Canadian Federal Income Tax Considerations.”

A maximum of 97 million exchangeable shares and Vivendi Universal voting rights are issuable in the
arrangement. If Canadian resident Seagram shareholders elect to receive more than 97 million
exchangeable shares and Vivendi Universal voting rights in the arrangement, then 97 million exchangeable
shares and Vivendi Universal voting rights will be issued to electing Canadian resident Seagram
shareholders pro rata; and

 the number of Vivendi Universal ADSs receivable by a holder of exchangeable shares upon:
— a redemption of exchangeable shares by Vivendi Universal Exchangeco;

— the exercise by a holder of its right to require Vivendi Universal Exchangeco to redeem those
exchangeable shares;

— the liquidation, dissolution or winding-up of Vivendi Universal Exchangeco or Vivendi
Universal; or

— the exercise by Vivendi Universal Holdings of its overriding call rights; and
« the dividend and distribution rights of holders of exchangeable shares;

will be increased as described under “The Merger Transactions — Structure and Background — Merger
Transaction Steps — Limitation on Number of Exchangeable Shares and Vivendi Universal Voting
Rights.” In addition, if Vivendi Universal issues preferential subscription rights to holders of Vivendi
Universal ADSs after the completion of the arrangement entitling them to subscribe for additional Vivendi
Universal ADSs at less than the market price and an economically equivalent distribution is not made on
the exchangeable shares, then the number of Vivendi Universal ADSs receivable by a holder of
exchangeable shares upon the events described above will be increased according to a formula and the
dividend and distribution rights of holders of exchangeable shares will be adjusted, in each case in a
manner designed to protect holders of exchangeable shares from dilution.
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The rest of this description of the terms of the exchangeable shares assumes that each exchangeable
share is exchangeable for one Vivendi Universal ADS. In the event that the ratio is adjusted to equal more
than one, the entitlements of the holders of exchangeable shares will also be appropriately increased.

Vivendi Universal Exchangeco may issue an unlimited number of exchangeable shares. The
exchangeable shares that will be authorized may be issued, without the approval of the holders of
exchangeable shares, at the time or times, to the persons and for the consideration that Vivendi Universal
Exchangeco may determine. The foregoing is subject to applicable laws, regulations and stock exchange
requirements and to all required dividends on the outstanding exchangeable shares having been declared
and paid.

Ranking

The exchangeable shares will be entitled to a preference over the common shares of Vivendi Universal
Exchangeco and any other shares ranking junior to the exchangeable shares with respect to the payment of
dividends and the distribution of assets in the event of a liquidation, dissolution or winding-up of Vivendi
Universal Exchangeco, whether voluntary or involuntary, or any other distribution of the assets of Vivendi
Universal Exchangeco among its shareholders for the purpose of winding-up its affairs.

Voting, Dividend and Liquidation Rights
Voting Rights

The holders of exchangeable shares will not be entitled to receive notice of, attend or vote at any
meetings of shareholders of Vivendi Universal Exchangeco, except as required by applicable law and
except with respect to amendments and modifications of the provisions of the exchangeable shares as
described below under “— Amendment and Approval.” The holders of exchangeable shares will be entitled
to exercise voting rights with respect to Vivendi Universal through the Vivendi Universal voting rights.

The support agreement will provide that Vivendi Universal will not, and will cause its affiliates to not,
exercise any voting rights with respect to any exchangeable shares held by it or its affiliates. However, the
support agreement will also provide that Vivendi Universal will, and will cause its affiliates to, appoint
proxyholders with respect to their exchangeable shares for the sole purpose of attending meetings of the
holders of exchangeable shares in order to be counted as part of the quorum for those meetings.

Dividend Rights

Upon the declaration of any dividend or distribution on Vivendi Universal ADSs, the board of
directors of Vivendi Universal Exchangeco will declare, and the holders of exchangeable shares will be
entitled to receive, subject to applicable law, a dividend or distribution on each exchangeable share:

« in the case of a cash dividend or distribution declared on Vivendi Universal ADSs, in an amount in
cash equal to, and in the currency of, the cash dividend or distribution paid on each Vivendi
Universal ADS or in an equivalent amount in Canadian dollars;

* in the case of a stock dividend or distribution declared on Vivendi Universal ADSs to be paid in
Vivendi Universal ADSs, if the one-to-one ratio of exchangeable shares to Vivendi Universal voting
rights can be maintained by reason of the custodian receiving sufficient additional Vivendi Universal
voting rights, by the issue or transfer of that number of exchangeable shares that is equal to the
number of Vivendi Universal ADSs to be paid on each outstanding Vivendi Universal ADS, and if
the one-to-one ratio of exchangeable shares to Vivendi Universal voting rights cannot be
maintained, then by the issue or transfer of the cash, securities or additional consideration necessary
to effect an economically equivalent dividend or distribution; or

* in the case of a dividend or other distribution declared on Vivendi Universal ADSs to be paid in
property other than cash or Vivendi Universal ADSs, in the type and amount of property as is
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economically equivalent to the type and amount of property to be paid on each Vivendi Universal
ADS.

These dividends and distributions are the only dividends or distributions to which the holders of
exchangeable shares will be entitled. The declaration date, record date and payment date for these
dividends and distributions will be the same as the relevant date for the corresponding dividends or
distributions on the Vivendi Universal ADSs.

In the case of a stock dividend or distribution declared on Vivendi Universal ADSs to be paid in
Vivendi Universal ADSs, in lieu of declaring a corresponding stock dividend on the exchangeable shares,
the board of directors of Vivendi Universal Exchangeco may elect to effect a contemporaneous and
economically equivalent subdivision of the outstanding exchangeable shares.

The board of directors of Vivendi Universal Exchangeco will determine, in good faith and in its sole
discretion, “economic equivalence” for these purposes, and its determination, based upon the factors
specified in the terms of the exchangeable shares, will be binding on the holders of exchangeable shares
and on Vivendi Universal Exchangeco.

Liquidation Rights with Respect to Vivendi Universal Exchangeco

In the event of the liquidation, dissolution or winding-up of Vivendi Universal Exchangeco or any
other distribution of the assets of Vivendi Universal Exchangeco among its shareholders for the purpose of
winding up its affairs:

 each exchangeable share will entitle its holder, subject to applicable law and to Vivendi Universal
Holdings’ overriding call right, to receive from the assets of Vivendi Universal Exchangeco on a
preferential basis to the common shares and to shares ranking junior to the exchangeable shares one
Vivendi Universal ADS and an amount in cash equal to the declared and unpaid dividends on one
exchangeable share; and

 Vivendi Universal Holdings will have an overriding right to purchase all of the outstanding
exchangeable shares (other than those held by Vivendi Universal or its affiliates) for consideration
per exchangeable share consisting of one Vivendi Universal ADS and an amount in cash equal to
the declared and unpaid dividends on one exchangeable share.

In the event Vivendi Universal Exchangeco institutes, consents to or fails to contest in good faith
within 30 days any bankruptcy, insolvency or winding up proceedings, admits in writing its inability to pay
its debts generally as they become due, takes other specified actions indicating insolvency or fails for
solvency reasons to redeem exchangeable shares upon being required to redeem such shares by the holder,
then each holder of exchangeable shares (other than Vivendi Universal and its affiliates) will be entitled to
instruct the trustee under the exchange trust agreement to require Vivendi Universal to purchase from the
holder any or all of the exchangeable shares held by the holder for consideration per exchangeable share
consisting of one Vivendi Universal ADS and an amount in cash equal to the declared and unpaid
dividends on one exchangeable share. As soon as practicable after the occurrence of one of the insolvency
events described in the preceding sentence, Vivendi Universal Exchangeco and Vivendi Universal will give
written notice to the trustee, and as soon as practicable after receiving that notice, the trustee will notify
each holder of exchangeable shares, advising each holder of its rights described in this paragraph.

Liquidation Rights with Respect to Vivendi Universal

Upon the occurrence of specified events relating to the voluntary or involuntary liquidation,
dissolution, winding-up or other distribution of the assets of Vivendi Universal among its shareholders for
the purpose of winding up its affairs, Vivendi Universal will be required, without any action by any party,
to exchange on the fifth business day before the effective date of the event all the outstanding
exchangeable shares for consideration per exchangeable share consisting of one Vivendi Universal ADS
and an amount in cash equal to the declared and unpaid dividends on one exchangeable share.
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Optional Redemption by Holders

The holders of exchangeable shares will be entitled at any time to require Vivendi Universal
Exchangeco to redeem, subject to Vivendi Universal Holdings’ overriding call right, any or all of their
exchangeable shares for consideration per exchangeable share consisting of one Vivendi Universal ADS
and an amount in cash equal to the declared and unpaid dividends on one exchangeable share. In order to
exercise this right, a holder of exchangeable shares must deliver to Vivendi Universal Exchangeco at its
registered office or at any office of Vivendi Universal’s registrar and transfer agent specified in a notice to
the holder, among other things, the required written request and the certificates representing the
exchangeable shares. The holder must state in the request the business day on which the holder desires
Vivendi Universal Exchangeco to redeem the exchangeable shares, provided that this date may not be less
than 10 business days nor more than 15 business days after the date on which the written request is
received by Vivendi Universal Exchangeco. If no business day is specified by the holder in the request, the
date of redemption will be the 15th business day after the date on which the written request is received by
Vivendi Universal Exchangeco. If the date of redemption is not a Tuesday or Friday, whether or not
specified by the holder, it will be the nearest following Tuesday or Friday, provided such day is a business
day.

In the event that a holder of exchangeable shares exercises this right to require that Vivendi Universal
Exchangeco redeem any of its exchangeable shares, Vivendi Universal Holdings will have an overriding
right to purchase all but not less than all of those exchangeable shares for consideration per exchangeable
share consisting of one Vivendi Universal ADS and an amount in cash equal to the declared and unpaid
dividends on one exchangeable share.

Vivendi Universal Exchangeco will immediately notify Vivendi Universal Holdings of any redemption
request and will provide Vivendi Universal Holdings a copy of the written request. Vivendi Universal
Exchangeco will notify the holder if Vivendi Universal Holdings will not be exercising its overriding call
right. If Vivendi Universal Holdings notifies Vivendi Universal Exchangeco that it wishes to exercise its
overriding call right, which notice must be given within five business days of receipt by Vivendi Universal
Holdings of a copy of the redemption request, and the holder does not revoke its request, as described
below, Vivendi Universal Holdings will purchase the exchangeable shares on the date specified for
redemption for the same consideration per exchangeable share as on a redemption as described above.

A holder of exchangeable shares may revoke its redemption request, by notice in writing to Vivendi
Universal Exchangeco, at any time prior to the close of business on the business day preceding the
contemplated date of redemption, in which case the applicable exchangeable shares will not be purchased
by Vivendi Universal Holdings or redeemed by Vivendi Universal Exchangeco.

If Vivendi Universal Exchangeco is not permitted by solvency requirements or other provisions of
applicable law to redeem all the exchangeable shares that a holder demands be redeemed, Vivendi
Universal Exchangeco will redeem only that number of exchangeable shares of the holder as would not be
contrary to those provisions of applicable law. In that event, the holder of exchangeable shares will be
deemed to have instructed the trustee under the exchange trust agreement to require Vivendi Universal to
purchase the exchangeable shares not redeemed by Vivendi Universal Exchangeco for the same
consideration per exchangeable share as described above under “— Liquidation Rights with Respect to
Vivendi Universal Exchangeco.”

Mandatory Redemption by Vivendi Universal Exchangeco

On the redemption date, as described below, subject to Vivendi Universal Holdings’ overriding call
right, Vivendi Universal Exchangeco will redeem all the outstanding exchangeable shares for consideration
per exchangeable share consisting of one Vivendi Universal ADS and an amount in cash equal to the
declared and unpaid dividends on one exchangeable share.

The “redemption date” is the date established by the board of directors of Vivendi Universal
Exchangeco for the redemption by Vivendi Universal Exchangeco of all the outstanding exchangeable
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shares, which will not be earlier than the thirtieth anniversary of the date that is fourteen days before the
effective date of the arrangement unless:

 the number of outstanding exchangeable shares (other than those held by Vivendi Universal and its
affiliates) is less than a number equal to 5% of the number of exchangeable shares issued in
connection with the arrangement (as that number may be adjusted by the board of directors of
Vivendi Universal Exchangeco to give effect to any subdivision or consolidation of or stock dividend
on the exchangeable shares or other specified events) in which case the board of directors of
Vivendi Universal Exchangeco may accelerate the redemption date to an earlier date upon at least
60 days’ prior written notice to the holders of the exchangeable shares and the trustee under the
exchange trust agreement;

« each of the following occurs: (1) a matter arises on which the holders of exchangeable shares are
entitled to vote as shareholders of Vivendi Universal Exchangeco (other than a matter described in
the next bullet point); (2) the board of directors of Vivendi Universal Exchangeco has received an
opinion from an internationally recognized investment bank confirming that the economic
equivalence of the exchangeable shares and the Vivendi Universal ADSs is maintained after giving
effect to the matter; (3) the board of directors of Vivendi Universal Exchangeco has determined, in
good faith and in its sole discretion, that it is not reasonably practicable to accomplish the business
purpose intended by the matter (which business purpose must be bona fide and not for the primary
purpose of causing the occurrence of the redemption date) in any other commercially reasonable
manner that does not result in the holders of exchangeable shares being entitled to vote as
shareholders of Vivendi Universal Exchangeco; and (4) the holders of exchangeable shares fail to
take the necessary action at a meeting or other vote of the holders of exchangeable shares to
approve or disapprove, as applicable, the matter, in which case the redemption date will be the
business day following the date on which the holders of exchangeable shares failed to take the
necessary action; or

« each of the following occurs: (1) a matter arises on which the holders of exchangeable shares are
entitled to vote as shareholders of Vivendi Universal Exchangeco in order to approve any change to,
or in the rights of the holders of, the exchangeable shares; (2) the change is necessary to maintain
the economic equivalence of the exchangeable shares and the Vivendi Universal ADSs; (3) the
board of directors of Vivendi Universal Exchangeco has received an opinion from an internationally
recognized investment bank confirming that the economic equivalence of the exchangeable shares
and the Vivendi Universal ADSs is maintained after giving effect to the change; and (4) the
holders of exchangeable shares fail to take the necessary action at a meeting or other vote of the
holders of exchangeable shares to approve or disapprove, as applicable, the change, in which case
the redemption date will be the business day following the date on which the holders of
exchangeable shares failed to take the necessary action.

Vivendi Universal Holdings will have an overriding right to purchase on the redemption date all the
outstanding exchangeable shares (other than those held by Vivendi Universal and its affiliates) for
consideration per exchangeable share consisting of one Vivendi Universal ADS and an amount in cash
equal to the declared and unpaid dividends on one exchangeable share.

Vivendi Universal Exchangeco must notify the holders of exchangeable shares in writing at least
30 days before redeeming the exchangeable shares (or before purchase by Vivendi Universal Holdings
pursuant to its overriding call right) on the thirtieth anniversary of the date that is fourteen days before
the effective date of arrangement or as described in the first bullet point above. In the case of a
redemption described in the second or third bullet points above, Vivendi Universal Exchangeco must give
written notice as many days before the redemption date (or the date of purchase by Vivendi Universal
Holdings) as its board of directors determines to be reasonably practicable in the circumstances. However,
the accidental failure to give notice of a redemption described under the first, second or third bullet points
above will not invalidate the redemption.
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The exchangeable shares held by a holder will also be automatically redeemed if that holder
commences a formal proceeding before a court or regulatory body claiming any economic entitlement as a
result of the holder’s interest in the Vivendi Universal voting rights accompanying the holder’s
exchangeable shares. In such an event, the redemption date for that holder will be the date on which the
holder commences the proceeding.

Fractional Vivendi Universal ADSs

In the event of any exchange or transfer of exchangeable shares for Vivendi Universal ADSs,
including upon the redemption date, an optional redemption at the request of a holder, the insolvency,
dissolution or winding-up of Vivendi Universal Exchangeco or Vivendi Universal or the exercise by
Vivendi Universal Holdings of any of its overriding call rights, a holder of exchangeable shares who would
otherwise be entitled to receive a fractional Vivendi Universal ADS upon the exchange or transfer will
only be entitled to receive a cash payment equal to such fractional interest multiplied by the market price
of Vivendi Universal ADSs.

Purchase for Cancellation

Subject to applicable law, Vivendi Universal Exchangeco may at any time and from time to time
purchase for cancellation all or any part of the outstanding exchangeable shares (1) by the issuance of its
common shares or any shares ranking junior to the exchangeable shares or otherwise as Vivendi Universal
Exchangeco may determine or (2) at any price by tender to all the holders of outstanding exchangeable
shares or through any stock exchange on which the exchangeable shares are listed or quoted.

Vivendi Universal Support Obligation

The support agreement will provide that, so long as any exchangeable shares (other than those held
by Vivendi Universal or its affiliates) are outstanding:

» Vivendi Universal will not take any action that will result in the declaration or payment of any
dividends or other distributions on the Vivendi Universal ADSs, unless:

— Vivendi Universal Exchangeco simultaneously declares or pays, as the case may be, an
economically equivalent dividend or distribution on the exchangeable shares or, if the dividend
or distribution is a stock dividend or distribution of stock, Vivendi Universal Exchangeco
effects a contemporaneous and economically equivalent subdivision of the outstanding
exchangeable shares; and

— Vivendi Universal Exchangeco has sufficient cash or other assets or authorized but unissued
securities available to enable the due declaration and the due and punctual payment of the
dividend or distribution on, or subdivision of, the exchangeable shares;

 Vivendi Universal will advise Vivendi Universal Exchangeco sufficiently in advance of the
declaration by Vivendi Universal of any dividend or other distribution on Vivendi Universal ADSs
and take all other actions as are reasonably necessary, in cooperation with Vivendi Universal
Exchangeco, to ensure that the respective declaration date, record date and payment date for a
dividend or other distribution on the exchangeable shares will be the same as the declaration date,
record date and payment date for the corresponding dividend or other distribution on the Vivendi
Universal ADSs;

 Vivendi Universal will ensure that the record date for any dividend or other distribution declared on
Vivendi Universal ADSs is not less than ten business days after the declaration date of the dividend
or other distribution;

 Vivendi Universal will take all actions and do all things as are reasonably necessary or desirable to
enable and permit Vivendi Universal Exchangeco, in accordance with applicable law, to perform its
obligations arising upon the liquidation, dissolution or winding-up or any other distribution of the
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assets of Vivendi Universal Exchangeco among its shareholders for the purpose of winding up its
affairs, in the event of a redemption demand by a holder of exchangeable shares or on the
redemption date, as the case may be, including all actions and all things as are necessary or
desirable to enable and permit Vivendi Universal Exchangeco to deliver Vivendi Universal ADSs to
the holders of exchangeable shares and cash in respect of declared and unpaid dividends;

 Vivendi Universal will take all actions and do all things as are reasonably necessary or desirable to
enable and permit Vivendi Universal Holdings, in accordance with applicable law, to perform its
obligations arising upon the exercise of its overriding rights to purchase outstanding exchangeable
shares upon the liquidation, dissolution or winding-up or any other distribution of the assets of
Vivendi Universal Exchangeco among its shareholders for the purpose of winding up its affairs, in
the event of a redemption demand by a holder of exchangeable shares or on the redemption date,
as the case may be, including all actions and all things as are necessary or desirable to enable and
permit Vivendi Universal Holdings to deliver Vivendi Universal ADSs to the holders of
exchangeable shares and cash in an amount equal to declared and unpaid dividends; and

 Vivendi Universal will not, and will ensure that Vivendi Universal Holdings and its affiliates do not:

— exercise any vote as a shareholder to initiate the voluntary liquidation, dissolution or winding-
up of Vivendi Universal Exchangeco or any other distribution of the assets of Vivendi
Universal Exchangeco among its shareholders for the purpose of winding up its affairs; or

— take any action or omit to take any action that is designed to result in the liquidation,
dissolution or winding-up of Vivendi Universal Exchangeco or any other distribution of the
assets of Vivendi Universal Exchangeco among its shareholders for the purpose of winding-up
its affairs.

The support agreement will provide that Vivendi Universal will take all necessary or desirable actions
to ensure that the Vivendi Universal ADSs delivered in exchange for exchangeable shares will be freely
tradeable, including, if necessary, registering the Vivendi Universal ADSs under applicable securities laws
and maintaining the listing or quotation of the Vivendi Universal ADSs for trading on all stock exchanges
and quotation systems where the outstanding Vivendi Universal ADSs are then listed or quoted.

The support agreement will also provide that, so long as any exchangeable shares (other than those
held by Vivendi Universal or its affiliates) are outstanding, Vivendi Universal will not, without the prior
approval of Vivendi Universal Exchangeco and the holders of the exchangeable shares:

* issue or distribute to all or substantially all the holders of Vivendi Universal ADSs:

— Vivendi Universal ADSs (or securities exchangeable for or convertible into or carrying rights
to acquire Vivendi Universal ADSs) by way of stock dividend or other distribution (other
than to holders of Vivendi Universal ADSs who exercise an option to receive those securities
in lieu of receiving a cash dividend);

— rights, options or warrants to subscribe for or purchase any securities;
— other securities of Vivendi Universal of any class; or
— evidences of indebtedness or other assets of Vivendi Universal;

« subdivide, redivide, reduce, consolidate, combine or otherwise change the outstanding Vivendi
Universal ADSs into a different number of Vivendi Universal ADSs; or

« reclassify or otherwise change the Vivendi Universal ADSs or effect an amalgamation, merger,
reorganization or other transaction affecting Vivendi Universal ADSs,

unless an economically equivalent distribution on or change to, or in the rights of the holders of, the
exchangeable shares is made simultaneously. If Vivendi Universal issues preferential subscription rights to
holders of Vivendi Universal ADSs entitling them to subscribe for additional Vivendi Universal ADSs at
less than the market price, then the number of Vivendi Universal ADSs receivable for each exchangeable
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share will be increased unless an economically equivalent distribution on or change to, or in the rights of
the holders of, the exchangeable shares is made simultaneously. Vivendi Universal will ensure that the
record date for any of the foregoing events (or the effective date if there is no record date) is not less than
five business days after the date that Vivendi Universal announces the event. The board of directors of
Vivendi Universal Exchangeco will determine, in good faith and in its sole discretion, “economic
equivalence” for these purposes, and its determination, based upon the factors specified in the support
agreement, will be binding on the holders of exchangeable shares and on Vivendi Universal.

Under the support agreement, so long as any exchangeable shares (other than those held by Vivendi
Universal or its affiliates) are outstanding, Vivendi Universal and its board of directors will be prohibited
from proposing or recommending or otherwise effecting with the consent or approval of its board of
directors:

« any tender or share exchange offer, take-over bid or similar transaction with respect to Vivendi
Universal ADSs or Vivendi Universal ordinary shares, unless the holders of exchangeable shares
participate in the transaction to the same extent and on an economically equivalent basis as the
holders of Vivendi Universal ADSs (without being required first to request redemption of their
exchangeable shares); or

o any issuer bid or similar transaction for outstanding Vivendi Universal ADSs or Vivendi Universal
ordinary shares, unless a substantially contemporaneous bid is made by Vivendi Universal Holdings
for an equivalent percentage of the outstanding exchangeable shares on the same or economically
equivalent terms (without the holders of exchangeable shares being required first to request
redemption of their exchangeable shares).

In addition, subject to limited exceptions, Vivendi Universal will not consummate any transaction
(whether by way of reconstruction, reorganization, consolidation, merger, transfer, sale, lease or otherwise)
whereby all or substantially all of its undertaking, property and assets or the Vivendi Universal ordinary
shares would become the property of any other person or, in the case of a merger, of the continuing
corporation unless the rights of the holders of exchangeable shares are maintained.

The support agreement will provide that it may not be amended without the approval of the holders
of exchangeable shares given in the manner described below under “— Amendment and Approval,” except
for certain amendments that are determined by the boards of directors of Vivendi Universal, Vivendi
Universal Holdings and Vivendi Universal Exchangeco in good faith not to be prejudicial to the rights of
the holders of exchangeable shares.

Under the terms of the exchangeable shares, Vivendi Universal Exchangeco must take all actions to
ensure compliance by Vivendi Universal, Vivendi Universal Holdings and Vivendi Universal Exchangeco
with the provisions of the support agreement.

Vivendi Universal has agreed to use its reasonable best efforts to maintain a listing for the
exchangeable shares on a prescribed Canadian stock exchange and to ensure that Vivendi Universal
Exchangeco is a public corporation, in each case for purposes of the Canadian Tax Act, and to ensure that
Vivendi Universal Exchangeco maintains a “substantial Canadian presence” within the meaning of the
Canadian Tax Act in effect on the date of the support agreement.

Certain Restrictions

So long as any exchangeable shares are outstanding, Vivendi Universal Exchangeco will be prohibited,
without the approval of the holders of the exchangeable shares described below under “— Amendment and
Approval,” from:

* paying any dividends on its common shares or any of its other shares that rank junior to the
exchangeable shares, other than stock dividends payable in common shares or other shares ranking
junior to the exchangeable shares;
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 redeeming, purchasing or making any capital distribution in respect of its common shares or any of
its other shares that rank junior to the exchangeable shares;

» redeeming or purchasing any of its shares that rank equal to the exchangeable shares with respect
to the payment of dividends or the distribution of assets in the event of the liquidation, dissolution
or winding-up of Vivendi Universal Exchangeco, whether voluntary or involuntary, or any other
distribution of the assets of Vivendi Universal Exchangeco among its shareholders for the purpose
of winding-up its affairs; or

* issuing any exchangeable shares or any of its other shares that rank equal or superior to the
exchangeable shares, other than by way of stock dividends to the holders of exchangeable shares,
subject to limited exceptions.

These restrictions will not apply at any time that all dividends on the outstanding exchangeable shares
corresponding to dividends declared and paid on Vivendi Universal ADSs have been declared and paid.

Amendment and Approval

The rights, privileges, restrictions and conditions attaching to the exchangeable shares may be added
to, changed or removed only with the approval of the holders of the exchangeable shares. Any approval to
be given by the holders of the exchangeable shares must be evidenced by a resolution passed by not less
than two-thirds of the votes cast on the resolution at a meeting of the holders of exchangeable shares at
which holders of at least 20% of the outstanding exchangeable shares are present or represented, except
that this quorum requirement will not apply if the meeting is adjourned for lack of a quorum and
subsequently reconvened.

The exchange trust agreement will provide that it may not be amended without the approval of the
holders of exchangeable shares given in the manner described above, except for certain amendments to
add covenants to the agreement, so long as the boards of directors of Vivendi Universal and Vivendi
Universal Exchangeco are of the good faith opinion that the additions will not be prejudicial to the rights
of the holders of exchangeable shares, and certain other amendments that, in the opinion of the trustee
and the boards of directors of Vivendi Universal and Vivendi Universal Exchangeco, acting on the advice
of counsel, will not be prejudicial to the interests of the holders of exchangeable shares.

Withholding

Vivendi Universal, Vivendi Universal Exchangeco, Vivendi Universal Holdings, the trustee under the
exchange trust agreement and the transfer agent for the exchangeable shares will be entitled to deduct and
withhold from any dividend or consideration payable to any holder of exchangeable shares (including upon
an exchange or transfer of exchangeable shares for Vivendi Universal ADSs, including upon the
redemption date, an optional redemption at the request of a holder, the insolvency, dissolution or winding-
up of Vivendi Universal Exchangeco or Vivendi Universal or the exercise by Vivendi Universal Holdings of
any of its overriding call rights) any amount it determines, acting reasonably, is required or permitted
pursuant to applicable tax laws. If the amount required or permitted to be deducted or withheld exceeds
the cash portion of the consideration that is otherwise payable to the holder of exchangeable shares,
Vivendi Universal, Vivendi Universal Exchangeco, Vivendi Universal Holdings, the trustee under the
exchange trust agreement and the transfer agent are authorized to sell the portion of the consideration
necessary to provide the cash to comply with the deduction or withholding requirement.

Disclosure of Interest in Exchangeable Shares

Vivendi Universal Exchangeco and the trustee under the exchange trust agreement will be entitled to
require any holder of exchangeable shares or any person whom Vivendi Universal Exchangeco or the
trustee knows or has reasonable cause to believe holds any interest in an exchangeable share to confirm
that fact or to give such details as to whom has an interest in the exchangeable shares as would be
required if the exchangeable shares were a class of “equity shares” of Seagram under Section 101 of the
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Securities Act (Ontario) or as would be required under Section 13(d) of the Exchange Act or similar
French laws if the exchangeable shares were Vivendi Universal ADSs or Vivendi Universal ordinary
shares.

Transfer Agent
The transfer agent and registrar for the exchangeable shares will be CIBC Mellon Trust Company.

Listing

The Toronto Stock Exchange has been notified of the proposed arrangement and has conditionally
approved the listing of the exchangeable shares, subject to the satisfaction of customary requirements.
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DESCRIPTION OF VIVENDI UNIVERSAL VOTING RIGHTS

General

If you are a Canadian resident Seagram shareholder who elects to receive exchangeable shares in the
arrangement, you will also receive a Vivendi Universal voting right for each exchangeable share you
receive. Under French law, each Vivendi Universal voting right you hold will be an action en nue propriété
(or the bare legal title of an ordinary share), which, as described below, will give you the right to vote on
the same basis and in the same circumstances as would one Vivendi Universal ordinary share. The Vivendi
Universal voting rights will trade with the related exchangeable shares.

Creation and Surrender of the Vivendi Universal Voting Rights

The Vivendi Universal voting rights will be formed by splitting a number of Vivendi Universal
ordinary shares held in Vivendi Universal’s treasury equal to the number of the exchangeable shares into
(1) the Vivendi Universal voting rights (actions en nue propriété), which will be transferred to CIBC
Mellon Trust Company, as custodian, to be held on behalf of the holders of the exchangeable shares, and
(2) the usufruit, which will be retained by Vivendi Universal. For convenience, we refer to the usufruit as
the “remaining beneficial interests.” The splitting of the Vivendi Universal voting rights and the remaining
beneficial interests and the transfer of the Vivendi Universal voting rights to the custodian will be effected
under a French law contract, which we refer to as the transfer agreement.

Vivendi Universal, as the holder of the remaining beneficial interests, has all the rights associated with
the Vivendi Universal ordinary shares that were split under the transfer agreement, other than the rights
attached to the Vivendi Universal voting rights. Under the transfer agreement, the Vivendi ordinary shares
will be rejoined, with the entire legal and beneficial interest in those shares then being owned by Vivendi
Universal, following the expiration of the agreement’s thirty-year term. However, prior to the expiration of
the transfer agreement, the exchangeable shares are expected to be exchanged for Vivendi Universal ADSs
under certain circumstances that do not require the consent of holders of exchangeable shares. Upon any
such exchange, the related Vivendi Universal voting rights would then be surrendered to Vivendi
Universal. See “— Description of Exchangeable Shares — Mandatory Redemption by Vivendi Universal
Exchangeco.”

Custody Agreement

The custodian will execute a custody agreement with Vivendi Universal and Vivendi Universal
Exchangeco. The custodian will hold the Vivendi Universal voting rights directly or through an accredited
intermediary eligible to hold Vivendi Universal ordinary shares in bearer form under French law.

The following is a summary of the material terms of the custody agreement. For more complete
information, you should read the entire custody agreement. A copy of the custody agreement will be on
file with the custodian and will be open for inspection by holders of Vivendi Universal voting rights during
business hours at its principal office in Montreal, Quebec. The custodian’s principal office in Montreal is
located at 2001 University Street, 16th Floor, Montreal, Quebec H3A 2A6.

How to Vote a Vivendi Universal Voting Right

In general, each Vivendi Universal voting right will carry the right to cast one vote at meetings of
holders of Vivendi Universal ordinary shares. However, Vivendi Universal’s statuts will adjust the voting
rights of shareholders who own (within the meaning of the statuts and Article L 233-9 of the French
commercial code to which those statuts refer) in excess of 2% of the total voting power of Vivendi
Universal through the application of a formula designed to limit the voting power of those shareholders to
that which they would possess if 100% of the shareholders were present at the meeting at which the vote
in question takes place. If you hold Vivendi Universal voting rights directly or indirectly through a broker
or financial institution, this formula will not be applicable to you if you represent when you vote that you
do not own in excess of 2% of the total voting power of Vivendi Universal (within the meaning of the
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statuts and Article L 233-9 of the French commercial code to which those statuts refer). If you own more
than 2% of the total voting power of Vivendi Universal (within the meaning of the statuts and

Article L 233-9 of the French commercial code to which those statuts refer), you will need to contact the
custodian in order to vote. The custodian will forward to Vivendi Universal the information necessary to
allow you to vote. The voting instructions that will be furnished to you will explain these procedures.

If you are a holder of Vivendi Universal voting rights, the custodian will provide you with voting
instructions upon its receipt of notice of the meeting, and you may instruct the custodian how to exercise
your Vivendi Universal voting rights. Upon receipt of notice of any meeting of holders of Vivendi
Universal ordinary shares, the custodian will mail, at Vivendi Universal’s expense, the notice to the holders
of Vivendi Universal voting rights as soon as practicable. The notice will contain an English version of the
notice received from Vivendi Universal and an English translation of any materials provided to Vivendi
Universal ordinary shareholders, or, in some cases, English equivalents of these materials, and will describe
how you, on or before a certain date, may instruct the custodian to exercise the voting rights relating to
your Vivendi Universal voting rights, including a statement as to how Vivendi Universal ordinary shares for
which the custodian receives incomplete voting instructions will be voted. For instructions to be valid, the
custodian will be required to receive them on or before the date specified. The custodian will vote or have
its agents vote the Vivendi Universal ordinary shares as you instruct and only as you instruct. The
custodian will not itself exercise any voting discretion.

Vivendi Universal has agreed to deliver voting materials to the custodian sufficiently in advance of the
meeting to enable the custodian to deliver voting materials to you, such that you will have sufficient time
to give the custodian voting instructions. If you hold exchangeable shares through a broker, dealer or other
intermediary, however, we cannot guarantee that your intermediary will send you voting materials in time
for you to exercise your voting rights. The custodian will not charge holders of Vivendi Universal voting
rights for submitting voting instructions in that capacity to the custodian in connection with shareholders’
meetings.

Record Dates

Subject to the provisions of the custody agreement, the custodian will fix the dates for determining
the holders of Vivendi Universal voting rights who will be entitled to give instructions for the exercise of
voting rights at a meeting of holders of Vivendi Universal ordinary shares.

Reports and Other Communications

The custodian will deliver to all holders of Vivendi Universal voting rights English translations of all
notices and any other communications and reports, including proxy materials, delivered to the holders of
the Vivendi Universal ordinary shares or, in some cases, English equivalents of those documents. In
addition, Vivendi Universal will notify the custodian, and the custodian will notify the holders of Vivendi
Universal voting rights of any meeting of Vivendi Universal’s shareholders or holders of Vivendi Universal
voting rights, or of any adjourned meeting, provided that the custodian receives notice of such meeting
from Vivendi Universal. The custodian will make available for inspection, at its principal office in
Montreal, Quebec, English translations of all communications and reports that Vivendi Universal makes
available for inspection by holders of Vivendi Universal ordinary shares or, in some cases, English
equivalents of those documents. Vivendi Universal has agreed to provide the custodian sufficient copies of
all documents required to be delivered or made available to permit the custodian to satisfy these
obligations.

Other Rights Under French Law

In connection with the division of the Vivendi Universal shares into the Vivendi Universal voting
rights and the remaining beneficial interests, under French law, certain other rights of holders of Vivendi
Universal ordinary shares attach to the Vivendi Universal voting rights, in addition to the voting rights
described above. These other rights may include the right to receive, at the expiration of the transfer
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agreement, the proceeds of any return of capital, distribution-in-kind or liquidation of Vivendi Universal.
Under the terms of the exchangeable shares, your initiation of any formal proceeding before a court or
regulatory body having jurisdiction alleging any rights to economic entitlement in respect of these other
rights will result in the exchange of your exchangeable shares for Vivendi Universal ADSs and the
surrender of the related Vivendi Universal voting rights.

Without the approval of Vivendi Universal Exchangeco and the approval of the holders of the
exchangeable shares as described above under “— Description of the Exchangeable Shares — Amendment
and Approval,” Vivendi Universal will not take any action that would increase or decrease the other rights
described above or change the allocation of rights between the Vivendi Universal voting rights and the
corresponding remaining beneficial interests of Vivendi Universal. Vivendi Universal’s board of directors
will not propose or endorse any amendment to the Vivendi Universal statuts that would have this effect.

Amendments

In general, Vivendi Universal may agree with the custodian to amend the custody agreement without
your consent. However, holders of a majority of the Vivendi Universal voting rights must approve in
writing any amendment that materially and adversely affects their rights or, with respect to specified
provisions of the custody agreement, any amendment that is adverse to them. Notwithstanding the
foregoing, Vivendi Universal and the custodian may agree in writing to amendments to comply with
applicable law, rules or regulations or Vivendi Universal’s statuts without the approval of the holders of
Vivendi Universal voting rights.

Limitations on Obligations and Liability to Holders of Vivendi Universal Voting Rights

The custody agreement expressly limits the obligations and liability of the custodian and its agents.
Neither the custodian nor any of its agents will be liable if it:

« is prevented from or hindered in performing any obligation by circumstances beyond its control,
including, without limitation, requirements of law, rule, regulation, the terms of the securities issued
by Vivendi Universal and acts of God;

 exercises or fails to exercise discretion under the custody agreement;
 performs its obligations without fraud, negligence, wilful misconduct or bad faith;

« takes any action or fails to take any action based on advice or information provided by legal
counsel, any holder or any other qualified person; or

« relies in good faith upon any documents.

The custody agreement limits Vivendi Universal’s liability and obligations and those of Vivendi
Universal’s agents the same way.

Neither the custodian nor Vivendi Universal nor their respective agents will be obligated to appear in,
prosecute or defend any action, suit or other proceeding in respect of any Vivendi Universal voting rights
that in the opinion of Vivendi Universal or the custodian may lead it to incur expense or liability, unless
indemnity satisfactory to it against all expenses and liability is furnished as often as it requires.

The custodian will not be responsible for a failure to carry out instructions to vote the Vivendi
Universal voting rights, the matter on which any vote is cast or the effect of the vote, provided it performs
its obligations without fraud, negligence, wilful misconduct or bad faith.

The custodian may own and deal in any class of Vivendi Universal securities.
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CHAPTER SIX — COMPARISON OF SHAREHOLDERS’ RIGHTS

The rights of Seagram shareholders are governed by the CBCA and the provisions of Seagram’s
articles of amalgamation (charter) and by-laws. The rights of Vivendi, CANAL+ and Vivendi Universal
shareholders are governed by the French commercial code and by the provisions of those companies’
statuts. The following is a summary of the material differences between the rights of Vivendi, Seagram,
CANAL+ and Vivendi Universal shareholders. These differences arise from differences between the
CBCA and the French commercial code and between Seagram’s charter and by-laws and the statuts of
Vivendi, CANAL+ and Vivendi Universal. The descriptions of Vivendi Universal’s statuts set forth below
refer to the statuts that will become effective upon the completion of the merger transactions. With limited
exceptions described below, the rights of Vivendi Universal shareholders will be substantially the same as
those of Vivendi shareholders. For more complete information, you should read Seagram’s charter and by-
laws, the Vivendi, CANAL+ and Vivendi Universal statuts and the CBCA and the French commercial
code.

You should refer to “Securities — Description of Vivendi Universal ADSs” for a description of the
Vivendi Universal ADSs and a discussion of the ways in which the rights of holders of Vivendi Universal
ADSs may differ from those of holders of Vivendi Universal ordinary shares.

Size and Qualification of the Board of Directors

Seagram

The Seagram by-laws provide that until changed in accordance with the CBCA, Seagram’s board of
directors will consist of not fewer than ten directors and not more than 25 directors. The Seagram by-laws
provide that no person will be qualified for election as a director if the person is less than 18 years of age
or more than 70 years of age; if the person is of unsound mind and has been so found by a court in
Canada or elsewhere; if the person is not an individual; or if the person has the status of a bankrupt.
Notwithstanding the foregoing age qualification, a maximum of three persons of more than 70 years of age
may be elected to serve as directors at any time. A director need not be a shareholder. Although the
CBCA allows for staggered directoral terms, the Seagram charter does not permit staggered terms. Under
the Seagram by-laws, the election of directors will take place at each annual meeting of shareholders, at
which time all the directors then in office will cease to hold office. Seagram’s board of directors currently
has 16 members.

Under the CBCA, directors may be elected for a term expiring not later than the third annual
meeting of shareholders following the election. If no term is specified, a director’s term expires at the next
annual meeting of shareholders. A director may be nominated for re-election to the board of directors at
the end of the director’s term. Currently, all of the members of Seagram’s board of directors are elected at
each annual meeting.

Seagram’s charter provides that the directors can appoint one or more additional directors above the
number elected at the prior meeting so long as the total number of directors so appointed does not exceed
one-third of the number of directors elected at the previous annual meeting.

Vivendi
Vivendi’s statuts provide that its board of directors shall have:

* not less than three nor more than 24 members, each of whom shall be elected by the shareholders
at an ordinary shareholders’ meeting; under the French commercial code, directors may be natural
persons or legal entities; and

* in addition to the board members described above, one director who represents the employee-
shareholders of the company and its affiliates if the percentage of Vivendi’s share capital held by
those employee-shareholders exceeds 5%; this director is elected by the company’s shareholders at
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an ordinary shareholders’ meeting from among two or more candidates previously elected by and
from among such employee-shareholders.

Under the French commercial code, each director must be a shareholder of the corporation.
Vivendi’s statuts provide that a director must own at least 750 shares of the company for as long as he or
she serves as a director. As of December 31, 1999, Vivendi’s board of directors consisted of 14 members.

The French commercial code provides that each director is eligible for reappointment upon the
expiration of his or her term of office. Vivendi’s statuts fix the term of reappointment at four years,
provided that no more than one-third of the directors may be 70 or older. No individual director may be
over 73.

The chairman of Vivendi’s board of directors is elected by the directors and must be a natural person.
The chairman will serve for the term determined by the board when the chairman is elected. Under the
French commercial code, the chairman’s term is automatically terminated upon the expiration of his or her
term as a director.

Vivendi Universal
Vivendi Universal’s statuts will provide that the board of directors shall have:

* not less than three nor more than 20 members, each of whom shall be elected by the shareholders
at an ordinary shareholders’ meeting, provided that the maximum number of board members will
be reduced to 19 as of January 1, 2002 and will be reduced to 18 as of January 1, 2003; and

« like the Vivendi board of directors, subject to certain conditions, one additional director who
represents the employee-shareholders of the company and its affiliates.

Under the terms of the merger agreement and the governance agreement, all the existing members of
Vivendi’s board of directors and certain designees of Seagram will be appointed to Vivendi Universal’s
board of directors upon completion of the merger transactions. See “The Merger Transactions — The
Merger Agreement” and ‘“The Merger Agreement — The Governance Agreement.”

Like Vivendi’s statuts, Vivendi Universal’s statuts will provide that a director must own at least 750
shares of the company for as long as he or she serves as a director.

Like Vivendi’s statuts, Vivendi Universal’s statuts will fix the term of reappointment of directors at
four years. However, Vivendi Universal’s statuts will provide that no more than one-fifth of the directors
may be 70 or older. No individual director may be over 75.

The chairman of Vivendi Universal’s board of directors will be elected by the directors and must be a
natural person. The chairman will serve for the term determined by the board when the chairman is
elected. Vivendi Universal’s statuts will also provide for a vice chairman.

CANAL+

CANAL+’s statuts provide that CANAL+’s board of directors shall consist of not fewer than five nor
more than 16 members. CANAL+’s board of directors currently consists of 16 members. Each member of
CANAL+’s board of directors must hold at least one share of CANAL+ for as long as he or she serves
as director. Each director is eligible for reappointment upon the expiration of his or her term of office,
which is fixed at six years by CANAL+’s statuts.

The chairman of CANAL+’s board of directors is elected by the directors. The chairman remains in
office until the end of his or her term as director or until the general shareholders’ meeting convened to
approve the accounts for the year in which he or she reaches the age of 72.

The board of directors may also name a secretary of the board who is not required to be a
shareholder of CANAL+.
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Election and Removal of Directors
Seagram

Shareholders of a corporation governed by the CBCA elect directors by ordinary resolution at each
annual meeting of shareholders at which such an election is required. Under the CBCA, Seagram’s
shareholders may remove any director before the expiration of his or her term of office and may elect any
qualified person in such director’s stead for the remainder of such term by a resolution passed by a
majority of the votes cast at a meeting of shareholders called for that purpose. Under the CBCA,
vacancies that exist on the board of directors may be filled by the board if the remaining directors
constitute a quorum. In the absence of a quorum, the remaining directors shall call a meeting of
shareholders to fill the vacancy.

Vivendi and Vivendi Universal

The members of the board of directors of Vivendi and Vivendi Universal may be removed prior to the
expiration of their terms by a majority vote of the respective company’s shareholders. Under the French
commercial code, removal of members of the board of directors will not subject the company to liability
unless the removed director shows that his or her removal was done in an injurious or vexatious manner.

As required by the French commercial code, in the case of a vacancy resulting from the resignation or
death of a member of the board of directors, the remaining members may fill the vacancy by appointing a
new member of the board, subject to ratification by the shareholders at the next ordinary general meeting.
The employee-shareholders representative on the board of directors loses his or her office in the case of a
termination of his or her employment agreement. The vacancy of the employee-shareholder representative
is filled at the next general meeting.

CANAL+

The provisions of the French commercial code are also applicable to CANAL+. CANAL+’s statuts
contain no provisions concerning election to or removal from the board.

Shareholder Nominations

Seagram

Any shareholder of a corporation governed by the CBCA may make nominations at a shareholder
meeting for the election of directors. Such a nomination may be made as a shareholder proposal that is
included in the corporation’s proxy material if the proposal is signed by holders of not less than 5% of the
shares of any class entitled to vote at the meeting to which the proposal is presented. Shareholders that
provide their own proxy materials may also independently solicit proxies for the election to the board of
directors of nominees other than those presented by management.

Vivendi, Vivendi Universal and CANAL+

Under the French commercial code, shareholders can nominate individuals for election to a
company’s board of directors at an ordinary general shareholders’ meeting if the election of directors is
part of the agenda for the shareholders’ meeting. However, under the French commercial code,
shareholders cannot elect a new director at an ordinary general shareholders’ meeting if the agenda for the
meeting does not include the election of directors, unless such nomination is necessary to fill a vacancy
due to the previous removal of a director. If the election of directors is not part of the agenda of the
shareholders’ meeting, but is permissible because it is to fill a vacancy, the nomination must contain the
name, age, professional references and professional activity of the nominee for the past five years, as well
as the number of the company’s shares owned by such candidate, if any. This information must be made
available to shareholders by the company’s board of directors no less than 15 days before the meeting. If
the agenda for the shareholder’s meeting includes the election of members of the board of directors, any
shareholder may nominate a candidate for election to the board at the shareholders’ meeting, even if the
shareholder has not followed established nomination procedures.
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Shareholders’ Meetings and Quorum
Seagram

Under the CBCA, directors of a corporation must call an annual meeting not later than 18 months
after the corporation comes into existence and thereafter not later than 15 months after the last preceding
annual meeting.

The CBCA provides that a board of directors may call special shareholder meetings at any time and
must call such a meeting at the request of holders of not less than 5% of the issued shares of the
corporation that carry the right to vote at the meeting sought. If the board of directors fails to call a
properly requested meeting within 21 days after receiving the request, any shareholder who signed the
request may call the meeting.

All shareholder meetings must be held in Canada. Notice of the time and place of a meeting must be
sent not less than 21 nor more than 50 days before the meeting to each shareholder entitled to vote at the
meeting, each director of the corporation and the corporation’s auditors. On the application of a director or
a shareholder entitled to vote at a meeting, a court may order a shareholder meeting to be held.

Under Seagram’s by-laws, the holders of 40% of the shares entitled to vote at a meeting, present in
person or by proxy, constitute a quorum. The provisions attached to a specific class or series of shares in
Seagram’s charter may prescribe a different quorum for meetings of holders of that class or series of
shares.

Any person entitled to vote at a shareholder meeting is entitled to notice and may attend that
meeting. A shareholder may appoint a proxyholder, who need not be a shareholder, to attend and act at
the meeting in accordance with the authority conferred by the proxy.

Vivendi and Vivendi Universal

Three types of shareholders’ meetings exist under the French commercial code, ordinary,
extraordinary and special. As required by the French commercial code, Vivendi is, and Vivendi Universal
will be, required to hold an ordinary shareholders’ meeting within six months of the end of each company’s
respective fiscal year to receive the board of directors’ annual report and the statutory auditor’s reports on
the operations of, and the financial statements for, the company for the past fiscal year. An annual
ordinary general meeting of the shareholders may also be held in order to, among other things, ratify
transactions between the company and any member of its board of directors or any managing director, if
any.

All shareholders’ meetings are held pursuant to an announcement notice published in the BALO, the
French official gazette, at least 30 days before the meeting takes place. This legal requirement applies to
any company listed on the Paris Bourse. An additional notice of the meeting must be published in the
BALO and in a newspaper authorized to publish legal announcements at least 15 days prior to the meeting
or at least six days prior to the resumption of any meeting adjourned for lack of quorum. The same notice
must be sent to each shareholder and to the auditors of the company. If you will be a Vivendi Universal
ADR holder, you will receive an English translation of these notices. In the event the board of directors
fails to publish such notice or call a required meeting, a meeting may be convened by the company’s
statutory auditor or a court-appointed agent. A court may be requested to appoint an agent by:

 one or more shareholders holding in the aggregate at least 10% of the company’s capital, in the
case of a general meeting, or 10% of a specific category of shares, in the case of a special meeting;

 any interested party in cases of emergency; or

e 50 long as the company remains listed on the Paris Bourse, certain duly qualified associations of
shareholders.

A quorum for an ordinary general shareholders’ meeting consists of holders of shares constituting at
least one-fourth of the voting power of the company’s outstanding shares entitled to vote at the ordinary
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meeting taking place. If no quorum exists, no quorum is required with respect to the meeting that takes
place with the same agenda following an adjournment. A quorum for an extraordinary shareholders’
meeting consists of the holders of shares constituting at least one-third of the voting power of the
company’s outstanding shares entitled to vote at the extraordinary meeting. If no quorum exists, the
required quorum at the meeting following an adjournment is at least one-fourth of the voting power of the
company’s outstanding shares entitled to vote at the extraordinary meeting.

A quorum for a special shareholders’ meeting consists of the holders of shares constituting one half of
the voting power of the company’s outstanding shares entitled to vote at the special meeting. If no quorum
exists, the required quorum is at least one-fourth of the voting power of outstanding shares entitled to vote
at the special meeting following an adjournment. A majority of the votes cast is required to approve
actions taken at an ordinary shareholders’ meeting and a two-thirds majority is required to approve actions
taken at an extraordinary shareholders’ meeting or a special shareholders’ meeting, except that unanimity
is required to increase liabilities of shareholders.

According to Vivendi’s and Vivendi Universal’s statuts, the number of voting rights held by each
shareholder at a general meeting shall be equal to the number of the voting rights attached to the shares
owned by that holder, except that the voting rights of shareholders who own in excess of 2% of the total
voting power of the company are adjusted to that which they would possess if 100% of the shareholders
were present or represented at the meeting at which the vote in question takes place.

CANAL+

The provisions governing meetings of CANAL+ shareholders are substantially identical to those
governing meetings of Vivendi shareholders, except that each CANAL+ shareholder present or
represented at a shareholders’ meeting has one vote per share held.

Approval of Extraordinary Actions
Seagram

Under the CBCA, an amendment to a corporation’s charter generally requires shareholder approval by
special resolution. A special resolution is a resolution passed by a majority of not less than two-thirds of
the votes cast by shareholders entitled to vote on the resolution in person or by proxy at the annual or
special meeting called for that purpose, whether or not the shares held by them are designated as voting
shares in the corporation’s charter. In some cases, a special resolution to approve an extraordinary
corporate action, such as an amendment to the charter that adversely affects the rights of a particular class
or series of shares, may also be required to be approved separately by the holders of a particular class or
series of shares, including a class or series that does not otherwise carry voting rights.

Under the CBCA, unless the charter or by-laws otherwise provide, the directors may, by resolution,
make, amend or repeal any by-law that regulates the business or affairs of a corporation. Where the
directors make, amend or repeal a by-law, they are required under the CBCA to submit the by-law,
amendment or repeal to the shareholders at the next shareholders’ meeting. The shareholders may confirm,
reject or amend the by-law, amendment or repeal by an ordinary resolution, which is a resolution passed
by a majority of the voting shareholders.

Under the CBCA, the following transactions also require shareholder approval by special resolution:

» any amalgamation with a corporation, other than with certain subsidiary corporations, or a sale,
lease or exchange of all or substantially all of the corporation’s property, other than in the ordinary
course of business;

e a change in the jurisdiction in which the corporation is organized,
* a liquidation; and

e a dissolution.
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In certain cases, a special resolution to approve an extraordinary corporate action must also be
approved separately by the holders of a class or series of shares.

A corporation may also apply to a court for an order approving an arrangement, which could include
an amendment to the corporation’s charter, an amalgamation, a transfer of all or substantially all the
corporation’s property to another corporation in exchange for property, money or securities of the other
corporation, certain exchanges of securities by the corporation’s shareholders or a liquidation and
dissolution of the corporation. The corporation must not be insolvent and it must not be practicable for the
corporation to make the fundamental change in accordance with other provisions of the CBCA. The court
may make any interim or final order it thinks fit with respect to the proposed arrangement. Generally, an
arrangement involving a public company must receive shareholder approval as a condition of obtaining the
court order.

Vivendi, Vivendi Universal and CANAL+

Under the French commercial code, the fundamental transactions that require the approval of at least
two-thirds of the votes cast include:

» amendments to the statuts;
« transfers of the company’s registered office to a non-neighboring department;
* increases or decreases of the company’s registered capital;

« ecliminations of shareholders’ preemptive rights with respect to any transactions that either
immediately or with the passage of time would result in an increase in the registered capital;

« authorizations of employee stock option and/or purchase plans; and

« authorizations of mergers, spin-offs, dissolutions and dispositions of all or substantially all of the
company’s assets if the disposition would entail a modification of the company’s corporate purpose.

In addition, the transformation of a corporation into another type of legal entity requires, depending
on the type of entity the company seeks to become, a unanimous vote, a three-fourths majority vote or a
two-thirds majority vote of votes cast.

Shareholder Action by Written Consent

Seagram

Under the CBCA, shareholder action without a meeting may be taken only by written resolution
signed by all shareholders who would be entitled to vote on the matter at a shareholders’ meeting.

Vivendi, Vivendi Universal and CANAL+

The French commercial code does not permit shareholders to act by written consent outside a general
shareholders’ meeting.

Payment of Dividends

Seagram

Under the CBCA, holders of a class of shares of a corporation have, subject to the rights, privileges
and restrictions attaching to that class, the right to receive dividends if, as and when declared by the
corporation’s board of directors. A corporation may pay a dividend by issuing fully paid shares of the
corporation. A corporation may also pay a dividend in money or property unless there are reasonable
grounds for believing that:

* the corporation is, or would after the payment be, unable to pay its liabilities as they become due;
or
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« the realizable value of the corporation’s assets would as a result of the dividend be less than the
aggregate of its liabilities and the stated capital of all classes.

Vivendi, Vivendi Universal and CANAL+

Net income in each fiscal year, after deductions for depreciation and provisions, as increased or
reduced, as the case may be, for profit or loss carried forward from prior years, less any contributions to
legal reserves, constitutes the distributable profits (bénéfice distribuable) available for distribution to the
shareholders of a French company as dividends, subject to requirements of French law and the company’s
statuts.

Under the French commercial code, a company is required to allocate five percent of its net profits in
each fiscal year to a legal fund until the amount in such reserve is equal to 10% of the nominal amount of
the outstanding share capital. The legal reserve is distributable only upon the liquidation of the company.

Except in the case of a decrease in share capital, no distribution may be made to shareholders if as a
result of such distribution, the shareholders’ equity would fall below the amount of the share capital
increased by those reserves that may not be distributed according to applicable legal provisions or the
company’s statuts. The amount of dividends is fixed at the general shareholders’ meeting at which the
annual accounts are approved, following the recommendation of the board of directors. The methods of
payment of dividends are determined by the general shareholders’ meeting or by the board of directors in
the absence of a decision by the shareholders.

If the company has earned a profit since the end of the preceding fiscal year, as shown on an interim
balance sheet certified by the company’s auditors, the board of directors has the authority, subject to the
French commercial code and regulations, to distribute interim dividends to the extent of such profit prior
to the approval of the annual financial statements by the shareholders.

Shareholders’ Proposals

Seagram

Under the CBCA, a shareholder entitled to vote at an annual meeting of shareholders may submit a
proposal consisting of matters that the shareholder proposes to raise at the next annual meeting. Upon
receipt of the proposal, a corporation that solicits proxies must set out the proposal in a management proxy
circular and, if requested by the shareholder, include in the management proxy circular a statement by the
shareholder of not more than 200 words in support of the proposal, and the name and address of the
shareholder.

A corporation may, within ten days after receiving a shareholder proposal, notify the shareholder of its
intention to omit the proposal from the management proxy circular if:

« the proposal is not submitted at least 90 days before the anniversary date of the previous annual
meeting;

* it appears that the proposal is submitted by the shareholder for the purpose of obtaining publicity or
enforcing a personal claim or redressing a personal grievance, or primarily for the purpose of
promoting general economic, political, racial, religious, social or similar causes;

 the corporation, in the previous two years, included a substantially similar proposal at the request of
the shareholder and the shareholder failed to present the proposal at the annual meeting; or

 a substantially similar proposal was submitted to shareholders within the past two years and the
proposal was defeated.

Vivendi, Vivendi Universal and CANAL+

Under the French commercial code, shareholders representing, individually or collectively, a specified
percentage (which in any event will be no more than 5%) of a company’s capital may request that a
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resolution they propose for adoption at a shareholder meeting be included in the agenda. This request must
be made within ten days of the publication of the initial notice of the shareholders’ meeting in the BALO
and may specify the reasons for the resolution. Properly submitted requests will be considered at the
meeting. The French commercial code requires a company’s board of directors to respond at the meeting
to any questions submitted in writing by any shareholder.

Preferential Subscription Rights

Seagram

Under the CBCA, if a corporation’s charter so provides, no shares of a class may be issued, except in
limited circumstances, unless the shares have first been offered to shareholders holding shares of that class
on a pro rata basis, at such price and on such terms as those shares are to be offered to others. Seagram’s
charter does not currently provide for such preemptive rights for its shareholders.

Vivendi, Vivendi Universal and CANAL+

Under the French commercial code, if a corporation issues shares or other securities that carry a
right, directly or indirectly, to purchase equity securities issued by the corporation for cash, current
shareholders have preferential rights to purchase those securities on a pro rata basis. Those rights entitle
the individual or entity that holds them to subscribe for an issue of any securities that may increase the
corporation’s share capital for consideration consisting of a cash payment or a set-off of cash debts.
Preferential subscription rights are transferable during the subscription period relating to a particular
offering. The rights are listed on the Paris Bourse for the same period.

A two-thirds majority of the votes cast at an extraordinary general meeting may vote to waive
preferential subscription rights with respect to any particular offering. French law requires a company’s
board of directors and independent auditors to present reports that specifically address any proposal to
waive preferential subscription rights. In the event of a waiver, the issue of securities must be completed
within the period prescribed by law. The shareholders may also decide at an extraordinary general meeting
to give the existing shareholders a non-transferable priority right to subscribe for the new securities during
a limited period of time. Shareholders may also waive their own preferential subscription rights with
respect to any particular offering.

Vivendi has agreed in the merger agreement to take all necessary actions, including making any
necessary securities filings, to ensure that all holders of Vivendi Universal securities, regardless of
jurisdiction of residence, are entitled to all benefits of the foregoing preferential subscription rights.

Dissenters’ Rights

Seagram

The CBCA provides that shareholders of Seagram entitled to vote on certain matters are entitled to
exercise dissenters’ rights and to be paid the fair value of their shares. The CBCA does not distinguish for
this purpose between listed and unlisted shares. Matters that trigger dissenters’ rights include the following:

» amalgamation with a corporation other than certain subsidiary corporations;

« amendment to the corporation’s charter that adds, changes or removes any provisions restricting the
issue, transfer or ownership of shares;

« change in the jurisdiction in which the corporation is organized;

* sale, lease or exchange of all or substantially all of the property of the corporation, other than in the
ordinary course of business;

* proposed arrangement transactions when a court order issued in connection with an application for
court approval of the arrangement permits the exercise of dissent rights; or
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« amendments to the corporation’s charter that require a separate class or series vote, except that a
shareholder is not entitled to dissent if an amendment to the charter is effected by a court order
made in connection with an action for an oppression remedy, as described below.

Vivendi, Vivendi Universal and CANAL+

The French commercial code does not provide for dissenters’ rights. However, under the French
commercial code, the stock exchange authorities may require a controlling shareholder (as defined under
French law) of a listed company to launch a compulsory tender offer for the company’s shares in certain
instances, such as when the controlling shareholder decides to merge the company with another company,
to change fundamentally the activities of the company or to discontinue dividends.

Oppression Remedy

Seagram

The CBCA provides an oppression remedy that enables a court having jurisdiction to make any order,
either interim or final, to rectify the matters complained of if the court is satisfied, upon application by a
complainant, that:

 any act or omission of the corporation or an affiliate effects a result;

« the business or affairs of the corporation or an affiliate are or have been carried on or conducted in
a manner; or

 the powers of the directors of the corporation or an affiliate are or have been exercised in a manner;

that is oppressive or unfairly prejudicial to, or that unfairly disregards the interests of, any securityholder,
creditor, director or officer.

A wide variety of conduct may be complained of in connection with the oppression remedy, and the
court has broad remedial powers, including the power to order liquidation and dissolution of the
corporation concerned. Under the CBCA, it is not necessary to prove that the directors of a corporation
acted in bad faith in order to seek an oppression remedy.

Additionally, under the CBCA, a court may order a corporation or its subsidiary to pay the
complainant’s costs, including legal fees and disbursements, during the pendency of the complaint.
Although the complainant may be liable for those interim costs upon final disposition of the complaint, it
is not required to give security for costs in an oppression action. Once commenced, an oppression action
may not be discontinued or settled without the court’s approval.

Vivendi, Vivendi Universal and CANAL+

The French commercial code does not provide for an oppression remedy.

Duties of the Board of Directors

Seagram

Under the CBCA, Seagram’s directors have the power to manage Seagram’s business and affairs and
owe Seagram fiduciary duties. In exercising these powers and discharging these duties, each director must
act honestly and in good faith with a view to the best interests of the corporation and must exercise the
care, diligence and skill that a reasonably prudent person would exercise in comparable circumstances.

Vivendi and Vivendi Universal

Vivendi’s statuts provide, and Vivendi Universal’s statuts will provide, that the board of directors is
vested with the fullest powers to act in any circumstance on the company’s behalf, within the scope of the
company’s purpose and subject to those powers expressly attributed by the law to shareholders’ meetings or
to the chairman of the board of directors.
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In accordance with the French commercial code, Vivendi’s statuts provide, and Vivendi Universal’s
statuts will provide, that the chairman of the board of directors also serves as its president. Vivendi’s
statuts further provide, as will Vivendi Universal’s statuts, that the chairman/president is vested with the
power to act in any circumstance on the company’s behalf and to represent the company with respect to
third parties, within the scope of the company’s corporate purpose and subject to those powers expressly
attributed by the French commercial code to shareholders’ meetings or to the board of directors.

Vivendi’s and Vivendi Universal’s directors owe a duty of loyalty and care to the company. Members
of Vivendi’s and Vivendi Universal’s board of directors are held accountable, either individually or jointly,
as applicable, to the company or to third parties for breaches of statutory or regulatory provisions
applicable to public limited companies, for violations of the company’s statuts and for mismanagement.

CANAL+

The provisions of CANAL+’s statuts and the provisions of Vivendi’s and Vivendi Universal’s statuts
are identical with respect to the duties of the board of directors.

Take-Over Bids and Compulsory Acquisition of Shares; Anti-Takeover Provisions

Seagram

If a share acquisition constitutes a “take-over bid” and is not otherwise exempt, it must be made to
all holders of the relevant class by way of a formal offer and offering circular in the form prescribed under
Canadian securities legislation and the CBCA. For these purposes, a “take-over bid” includes any offer to
a Canadian resident to acquire a number of voting securities which, when added to the existing holdings of
the offeror and its joint actors, would constitute 10% or more of that class of securities. The bid must
remain open for a period of 21 days and, if the consideration offered under the bid includes shares, the bid
documents must contain a prospectus-like disclosure with respect to the issuer of the shares. There are
several exemptions under which an offer that constitutes a “take-over bid” may be made on an “exempt
basis”; that is, without that offer having to be extended to all security holders. The most frequently used
exemptions are:

« the private purchase exemption, which permits acquisitions of any number of securities in private
agreements with not more than 5 persons or companies if the value of the consideration does not
exceed 115% of the market price of the class of securities at the date of purchase; and

e normal course purchases in any 12-month period through the facilities of a stock exchange of up to
5% of the class of securities outstanding at the commencement of such period at prices not in
excess of the market price at the date of acquisition.

Under the CBCA, if, within 120 days of a take-over bid, the holders of 90% of the shares of any
class, excluding shares held by or on behalf of the offeror, accept the take-over bid of that offeror, the
offeror is entitled to acquire the remaining shares of that class. The holders of the shares not tendered to
the take-over bid may elect to transfer the shares to the offeror on the terms of the take-over bid or to
demand payment for the fair value of those shares.

The securities laws and policies of certain Canadian provinces regulate take-over bids and related
transactions involving Canadian public companies, including bids for securities of a corporation by its
insiders, bids by a corporation to acquire its own securities, going private transactions in which the interests
of shareholders would be terminated in certain circumstances and transactions between a corporation and
persons related to the corporation. Depending on the circumstances, these laws and policies seek to
enhance minority shareholder protections by providing for such things as independent valuations, approval
by a majority of the minority shareholders concerned and enhanced disclosure, and by recommending the
use of independent directors to review those matters.
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Vivendi, Vivendi Universal and CANAL+

Under applicable French stock exchange regulations, when a natural person or a legal entity, acting
alone or in concert, comes to hold, directly or indirectly, more than one-third of the securities or more
than one-third of the voting rights of a listed company, that person or legal entity is obliged to make a
tender offer for all the capital stock of the company and all other securities convertible into, or
exchangeable or otherwise exercisable for, the capital stock or voting rights of the company. The offer
must be on terms and conditions that are acceptable to the CMF and must remain open for 25 trading
days.

The same provisions apply to any natural person or legal entity acting alone or in concert:

« that holds directly or indirectly between one-third and one-half of the securities or the voting rights
of a company and that, in less than twelve consecutive months, increases the number of securities
or voting rights it holds by at least 2% of all the securities or voting rights of the company; or

e where more than one-third of the capital or voting rights of a listed company is held by another
company and constitutes an essential part of the other company’s assets and where:

— a person acquires “control” (as defined under the French commercial code) of the other
company; or

— a group of persons acting in concert holds more than 50% of the capital or of the voting rights
of the other company, without any of those persons having control individually.

French stock exchange regulations provide certain exemptions to the obligation to make a mandatory
offer that may be allowed by the CMF.

Under French stock market regulations, a shareholder who comes to hold, alone or in concert with
others, at least 95% of the voting rights of a listed company may initiate a withdrawal offer (offre publique
de retrait) to acquire the shares of the remaining shareholders and, subject to the initiator having decided
to do so at the time of the launch of the offer, the withdrawal offer may be followed by a mandatory
“squeeze out” (retrait obligatoire) of the remaining minority shareholders. The majority shareholder may
also reserve its right to initiate a squeeze out until the withdrawal offer has been completed. In the case of
a majority shareholder that holds 95% of the company’s voting rights, any holder of voting equity securities
that does not belong to the majority group can also apply to the CMF to require the majority shareholder
or group to file a withdrawal offer, and consequently to offer to acquire the shares of the minority. In that
instance, the consideration to be given to the minority under the squeeze out cannot be lower than the
withdrawal offer (and may be required to be higher if any event that would be of influence to the value of
the company’s securities occurs after the withdrawal offer is declared receivable by the CMF). The
consideration offered must, in addition, be appraised by an independent expert.

Vivendi’s statuts contain and Vivendi Universal’s statuts will contain provisions that could diminish
the likelihood that a potential acquiror will gain control of the company. In particular, under Vivendi’s and
Vivendi Universal’s statuts:

« the voting rights of shareholders who own in excess of 2% of the total voting power of the company
are adjusted to that which they would possess if 100% of the shareholders were present or
represented at the meeting at which the vote in question takes place; and

 any person or group that fails to notify the company within 15 days of acquiring or disposing of
0.5% or any multiple of 0.5% of the company’s shares may be deprived of voting rights for those
shares in excess of the unreported fraction.

Holders of Vivendi Universal ADSs and holders of exchangeable shares (who will also be holders of
Vivendi Universal voting rights) must also comply with these disclosure requirements. These holders are
also subject to having their voting rights reduced in the event of noncompliance to the same extent as
holders of ordinary shares.
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In addition, Vivendi shareholders have specifically authorized Vivendi’s board of directors, for a period
ending on the date of Vivendi’s next general ordinary shareholders’ meeting, to increase Vivendi’s capital
stock during the course of a public tender or exchange offer for Vivendi’s shares or marketable securities.

Furthermore, Vivendi’s statuts provide that shareholders holding shares that have been registered in
the name of the same holder for two or more years obtain double voting rights with respect to such shares.
This provision could discourage a potential acquiror from making an offer for Vivendi’s shares. Vivendi
Universal’s statuts will not provide for double voting rights.

Shareholder Suits

Seagram

Under the CBCA, a complainant may apply to a Canadian court for leave to bring an action in the
name and on behalf of a corporation or its subsidiary, or to intervene in an existing action to which such
corporation is a party, for the purpose of prosecuting, defending or discontinuing the action on behalf of
the corporation or any subsidiary. Under the CBCA, no action may be brought and no intervention in an
action may be made unless the court is satisfied that:

 the complainant has given reasonable notice to the directors of the corporation or its subsidiary of
the complainant’s intention to apply to the court, and the directors of the corporation or its
subsidiary do not bring, diligently prosecute or defend or discontinue the action;

 the complainant is acting in good faith; and

* it appears to be in the interests of the corporation or its subsidiary that the action be brought,
prosecuted, defended or discontinued.

Under the CBCA, the court in such an action may make any order it thinks fit including:

« an order authorizing the complainant or any other person to control the conduct of the action;

* an order giving directions for the conduct of the action;

* an order directing that any amount adjudged payable by a defendant in the action shall be paid, in
whole or in part, directly to former and present security holders of the corporation or its subsidiary

instead of to the corporation or its subsidiary; and

* an order requiring the corporation or its subsidiary to pay legal fees and any other costs reasonably
incurred by the complainant in connection with the action.

Additionally, under the CBCA, a court may order a corporation or its subsidiary to pay the
complainant’s costs, including legal fees and disbursements, during the pendency of the action. Although
the complainant may be held accountable for these interim costs on final disposition of the complaint, it is
not required to give security for costs in such an action. Once commenced, such a proceeding may not be
discontinued or settled without the court’s approval.
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Vivendi and Vivendi Universal

The French commercial code allows a single shareholder, irrespective of the percentage of share
capital he or she owns, or a group of shareholders owning a specified percentage of the share capital, to
initiate a corporation action (action sociale) against one or more directors. The purpose of such an action
is to repair the prejudice suffered by the corporation.

CANAL+

CANAL+ shareholders have the ability to initiate an action sociale as described above under
“— Vivendi and Vivendi Universal.”

CANAL+’s statuts provide that any disputes among shareholders, management and the board of
directors of CANAL+, or between different shareholders, relating to CANAL++’s business or statuts, will
be submitted to arbitration. In case of such a dispute, each party selects an arbitrator and each arbitrator
so selected chooses another to ensure that there is an even number of arbitrators.

In case agreement cannot be reached on the appointment of arbitrators, the statuts provide that the
President of the French Commercial Court for the district in which CANAL+’s registered office is located
will serve as referee. The arbitrators are not bound to follow court rules and their decisions are final and
may not be appealed to the courts. The statuts confer jurisdiction on the President of the French
Commercial Court of the district in which CANAL+’s registered office is located to rule on all other
difficulties.

Inspection of Books and Records

Seagram

The shareholders, directors and creditors of a corporation incorporated under the CBCA, and their
agents and legal representatives, may examine:

« the corporation’s charter and by-laws and any amendments thereto;

» minutes of meetings and resolutions of the corporation’s shareholders;
e a list of directors; and

* a securities register;

during the corporation’s usual business hours. A shareholder of the corporation is entitled, on request and
without charge, to take extracts from those materials, and to receive one copy of the corporation’s charter
and by-laws and any amendments to those documents.

As Seagram is a public company, any person, upon payment of a reasonable fee and providing to
Seagram or its agent an affidavit confirming the person’s name and address and stating that the list and
any supplemental lists obtained will not be used other than in connection with:

« an effort to influence shareholder voting;
« to offer to acquire securities of Seagram; or
e any other matter relating to the affairs of Seagram;

may require Seagram or its agent to provide a current list setting out the names of Seagram’s registered
holders of shares, options and rights, the number of shares owned by each shareholder and the address of
each holder of shares, options and rights as shown in Seagram’s records.
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Vivendi, Vivendi Universal and CANAL+

Under the French commercial code, shareholders or their proxies may examine a number of corporate
records relating to the previous three fiscal years, including:

e inventory lists;

 consolidated financial statements, if any;

« reports of the board of directors and the statutory auditors;
 proposed resolutions;

¢ information relating to directoral candidates;

« the total overall compensation paid to the corporation’s ten highest-paid employees;
« the total amount of charitable deductions made by the corporation;
e minutes of shareholders’ meetings;

« the list of attendees at shareholders’ meetings;

« the corporation’s statuts; and

« a list of the corporation’s directors and statutory auditors.

Shareholders may consult the documents listed above at any time at the company’s registered office.
Shareholders also have the right to make one copy of the documents that are available for consultation.

Shareholders have additional inspection rights prior to a shareholders’ meeting. Along with their proxy
cards, shareholders receive a form that they can fill out and return to the registered office to request
documents. Prior to shareholders’ meeting, shareholders have the right to receive information including:

 the agenda for the meeting;

* a table showing results of operations for the previous five years;

« the report of the board of directors that will be presented at the meeting;

e a summary of the company’s financial situation over the previous fiscal year;

« the statutory auditors’ reports;

* the proposed resolutions to be presented at the meeting;

« the names of the directors and officers;

 a proxy card and a form for voting by mail; and

 a form for requesting documents for later meetings.

After publication of the notice of the meeting but before the meeting occurs, shareholders or their
proxies may inspect, at the company’s registered office, any of the documents described above. During this
period, shareholders may always consult the list of the corporation’s shareholders, which must be finalized
by the company 16 days before the meeting.
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Transactions with Interested Directors and Officers

Seagram

Under the CBCA, contracts or transactions in which a director or officer has an interest are not
invalid because of that interest, provided that the director or officer who is party to a material contract or
transaction discloses his or her interest in writing to the corporation or requests to have entered in the
minutes of meetings of directors the nature and extent of his or her interest. If the interest exists, the
director generally may not vote on any resolution to approve the contract or transaction. The contract is
not void or voidable by reason only of the relationship if such interest is properly disclosed, the contract is
approved by the other directors or by the shareholders and the contract was fair and reasonable to the
corporation at the time it was approved.

Where a contract or transaction is proposed that, in the ordinary course of the corporation’s business,
would not require approval by the directors or shareholders, the interested director or officer shall disclose
in writing to the corporation or request to have entered in the minutes of meetings of directors, the nature
and the extent of the interest promptly after the director or officer becomes aware of the contract or
transaction or proposed contract or transaction.

Vivendi, Vivendi Universal and CANAL+

Under the French commercial code, any transaction directly or indirectly between a company and a
member of its board of directors and/or its managing directors, if any, that cannot be reasonably
considered in the ordinary course of business of the company and is not at arm’s-length, is subject to the
board of directors’ prior consent. Any such transaction concluded without the prior consent of the board of
directors can be nullified if it causes prejudice to the company. The interested member of the board of
directors or managing director can be held liable on this basis. The statutory auditor must be informed of
the transaction within one month following its conclusion and must prepare a report to be submitted to the
shareholders for approval at their next meeting. In the event the transaction is not ratified by the
shareholders at a shareholders’ meeting, it will remain enforceable by third parties against the company,
but the company may in turn hold the interested member of the board of directors and, in some
circumstances, the other members of the board of directors, liable for any damages it may suffer as a
result. In addition, the transaction may be canceled if it is fraudulent. Moreover, certain transactions
between a corporation and a member of its board of directors who is a natural person and/or its managing
directors, if any, are prohibited under the French commercial code.

Director Liability and Indemnification

Seagram

Under the CBCA, except in an action by or on behalf of a corporation to procure a judgment in its
favor, a corporation may indemnify a director or officer, a former director or officer or a person who acts or
acted at the corporation’s request as a director or officer of a body corporate of which the corporation was
or is a shareholder or creditor, and that person’s heirs and legal representatives, against all costs, charges
and expenses, including an amount paid to settle an action or satisfy a judgment, reasonably incurred in
respect of any civil, criminal or administrative action or proceeding to which the individual is made a party
by reason of being or having been a director or officer of the corporation or body corporate if:

» he or she acted honestly and in good faith with a view to the best interests of the corporation; and

* in the case of a criminal or administrative action or proceeding that is enforced by a monetary
penalty, he or she had reasonable grounds to believe that his or her conduct was lawful.

The officer or director is entitled to indemnity from the corporation if substantially successful on the
merits in defense of the action or proceeding and the individual fulfilled the conditions set out above. A
corporation may, with the approval of a court, also indemnify an officer or director with respect to an
action by or on behalf of the corporation or body corporate to procure a judgment in its favor, if the officer
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or director fulfills the conditions set out above. Seagram’s by-laws provide for indemnification of directors
and officers to the fullest extent authorized by the CBCA.

Vivendi, Vivendi Universal and CANAL+

The French commercial code provides that any clause of a corporation’s statuts that conditions legal
proceedings against the members of its board of directors on the prior approval or on the authorization of
the general shareholders’ meeting or which provides in advance for the waiver of such proceedings is void.
The French commercial code also provides that a resolution adopted at a general shareholders’ meeting
cannot cause the extinction of an action brought against the members of the board of directors for
damages due to breach of duty in their official capacity.
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CHAPTER SEVEN — TAX INFORMATION
TAX CONSIDERATIONS FOR VIVENDI SHAREHOLDERS

The summary that follows sets out the principal U.S. federal income tax considerations of the merger
of Vivendi into Vivendi Universal (the Vivendi/Vivendi Universal merger) and of holding Vivendi
Universal shares under the Internal Revenue Code of 1986, which will generally apply to U.S. holders of
Vivendi shares.

For purposes of this discussion, a U.S. holder means:
 an individual citizen or resident of the U.S.;

e a corporation or other entity taxable as a corporation created or organized under the laws of the
U.S. or any of its political subdivisions;

« a trust, if a U.S. court is able to exercise primary supervision over the administration of the trust
and one or more U.S. persons have the authority to control all substantial decisions of the trust; or

 an estate that is subject to U.S. federal income tax on its income regardless of its source.

A non-U.S. holder is a holder of Vivendi Universal shares that is not a U.S. holder. If a partnership
holds Vivendi Universal shares, the consequences to a partner generally will depend upon the activities of
the partnership and the status of the partner. A partner of a partnership that will hold Vivendi Universal
shares should consult its tax advisor.

This discussion is based upon the Internal Revenue Code of 1986, U.S. Treasury regulations,
administration rulings and judicial decisions currently in effect, all of which are subject to change, possibly
with retroactive effect. This discussion summarizes the U.S. federal income tax consequences to holders
who hold their shares or ADSs as a capital asset within the meaning of Section 1221 of the Internal
Revenue Code of 1986, and who are not insurance companies, tax-exempt organizations, dealers in
securities and foreign currency, banks or trusts, persons that hold their shares or ADSs as part of a
straddle, a hedge against currency risk or a constructive sale or conversion transaction, persons that have a
functional currency other than the U.S. dollar, persons subject to alternative minimum tax, investors in
pass-through entities, shareholders who acquired their shares through the exercise of options or otherwise
as compensation or through a tax qualified retirement plan, or holders of options granted under any benefit
plan.

Transfer of Vivendi Shares for Vivendi Universal Shares

The summary that follows sets out the material U.S. federal income tax consequences to U.S. holders
who exchange their Vivendi shares for Vivendi Universal shares in the Vivendi/Vivendi Universal merger
and constitutes the opinion of Wachtell, Lipton, Rosen & Katz, special tax counsel to Vivendi Universal.
The discussion and counsel’s opinion are based upon (i) certain factual representations made by Vivendi
Universal, Vivendi and others and (ii) the assumption that the transactions described herein will be
consummated in accordance with the terms of the merger agreement and related agreements. Vivendi
Universal will not seek a ruling from the IRS concerning the tax consequences of the transactions
described herein. An opinion of counsel is not binding on the IRS and we can give no assurance that the
IRS will not take a position contrary to one or more positions reflected in the opinions below or that the
courts will uphold such opinions if challenged by the IRS.

The Vivendi/Vivendi Universal merger should constitute a reorganization as defined in section 368(a)
of the Internal Revenue Code of 1986. If it so qualifies:

e no gain or loss should be recognized by U.S. holders of Vivendi shares who exchange their Vivendi
shares for Vivendi Universal shares, except:

— with respect to any cash received in lieu of a fractional share of a Vivendi Universal share in
the Vivendi/Vivendi Universal merger; and
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— with respect to any U.S. holder of Vivendi shares who owns 5% or more of the total voting
power or the total value of the stock of Vivendi Universal following the Vivendi/Vivendi
Universal merger, unless the holder enters into a “gain recognition agreement” in accordance
with applicable Treasury regulations.

* the tax basis to a U.S. holder of the Vivendi Universal shares received in exchange for Vivendi
shares in the Vivendi/Vivendi Universal merger, including any Vivendi Universal share for which
cash is received, should equal the U.S. holder’s tax basis in the Vivendi shares exchanged.

« the holding period of a U.S. holder in the Vivendi Universal shares received in exchange for its
Vivendi shares in the Vivendi/Vivendi Universal merger should include the holding period of the
Vivendi shares exchanged.

« a U.S. holder who receives cash instead of a fractional Vivendi Universal share in the
Vivendi/ Vivendi Universal merger should be treated as having received the cash in exchange for
the fractional share and generally should recognize capital gain or loss on the deemed exchange in
an amount equal to the difference between the amount of cash received and the tax basis of the
Vivendi Universal shares allocable to that fractional share.

If the Vivendi/Vivendi Universal merger does not qualify as a reorganization as defined in Section
368(a) of the Internal Revenue Code of 1986, each U.S. holder of Vivendi shares will generally recognize
taxable gain or loss measured by the difference between (1) the fair market value of the Vivendi Universal
shares received and (2) such shareholder’s tax basis in the Vivendi shares exchanged.

Tax Consequences of Holding Vivendi Universal Shares

The following summary discusses the material U.S. federal income tax consequences of holding
Vivendi Universal shares.

U.S. Holders of Vivendi Universal Shares

This section is based in part upon the assumption that each obligation in the amended and restated
deposit agreement among Vivendi, The Bank of New York and all owners of Vivendi ADRs issued under
the original deposit agreement, and any related agreement, will be performed in accordance with its terms.
Based on this assumption, a U.S. holder who holds Vivendi Universal ADRs evidencing Vivendi Universal
ADSs will be treated as the owner of the Vivendi Universal ordinary shares represented by those Vivendi
Universal ADSs. As a consequence, exchanges of Vivendi Universal ordinary shares for Vivendi Universal
ADSs, and Vivendi Universal ADSs for Vivendi Universal ordinary shares, generally will not be subject to
U.S. federal income tax.

Dividends on Vivendi Universal Shares

A U.S. holder of Vivendi Universal shares must include in gross income the gross amount of any
dividend paid by Vivendi Universal out of its current or accumulated earnings and profits (as determined
for U.S. federal income tax purposes), including any avoir fiscal, precompte or French tax withheld (in
each case, see discussion under “— French Tax Considerations of Holding and Disposing of Vivendi
Universal Shares”). In the case of Vivendi Universal ADSs, the dividend is ordinary income that must be
included in income when the depositary for Vivendi Universal ordinary shares receives the dividend,
actually or constructively. Any distribution in excess of current or accumulated earnings and profits will be
treated as a tax-free return of capital that reduces the tax basis in the U.S. holder’s Vivendi Universal
shares and any remaining amount will be treated as capital gain from the sale or exchange of Vivendi
Universal shares.

The dividend will not be eligible for the dividends-received deduction generally allowed to U.S.
corporations in respect of dividends received from other U.S. corporations. The amount of the dividend
distribution that must be included in income by a U.S. holder will be the U.S. dollar value of the
payments made, determined at the spot rate of exchange on the date the dividend distribution is includible

189



in income, regardless of whether the payment is in fact converted into U.S. dollars. Generally, any gain or
loss resulting from currency exchange fluctuations during the period from the date the dividend payment is
includible in income to the date the payment is converted into U.S. dollars will be treated as ordinary
income or loss. This exchange gain or loss generally will be income from sources within the U.S. for
foreign tax credit limitation purposes.

Subject to certain limitations, any French tax withheld and paid over to France (including any tax
withheld from an avoir fiscal) will be creditable against a U.S. holder’s U.S. federal income tax liability.
Dividends will be income from sources outside the United States, but generally will be classified as
“passive income” or “financial services income,” which is treated separately from other types of income for
purposes of computing the foreign tax credit allowable to a U.S. holder. A U.S. holder may also elect to
deduct, rather than credit, any French tax withheld.

Disposition of Vivendi Universal Shares

When a U.S. holder sells or otherwise disposes of Vivendi Universal shares in a taxable transaction,
that holder will recognize capital gain or loss in an amount equal to the difference between the U.S. dollar
value of the amount realized and the holder’s tax basis, determined in U.S. dollars, in those Vivendi
Universal shares. This gain or loss will generally be income from sources within the U.S. for foreign tax
credit limitation purposes.

Passive Foreign Investment Company

Vivendi believes that neither it nor Vivendi Universal will be treated as a passive foreign investment
company (PFIC) for U.S. federal income tax purposes for the current taxable year or for future taxable
years. However, an actual determination of PFIC status is fundamentally factual in nature and cannot be
made until the close of the applicable taxable year. Vivendi or Vivendi Universal will be a PFIC for any
taxable year in which either:

* 75% or more of its gross income is passive income; or

* its assets that produce passive income or that are held for the production of passive income amount
to at least 50% of the value of total assets on average.

If Vivendi or Vivendi Universal were to become a PFIC, the tax applicable to distributions on
Vivendi Universal shares or to any gains realized on disposition of Vivendi shares or Vivendi Universal
shares (including in the Vivendi/Vivendi Universal merger) may be less favorable to you. A U.S. holder
or potential U.S. holder should consult its own tax advisor regarding the PFIC rules and their effect.

Non-U.S. Holders of Vivendi Universal Shares

Dividends on Vivendi Universal Shares

Dividends paid to a non-U.S. holder of Vivendi Universal shares generally will not be subject to U.S.
federal income tax or withholding tax unless such dividend income is effectively connected with the
conduct of a trade or business within the United States.

Dispositions of Vivendi Universal Shares

Gain recognized on a non-U.S. holder’s sale or other taxable disposition of Vivendi Universal shares
generally will not be subject to U.S. federal income tax or withholding tax unless (1) the gain is
effectively connected with the non-U.S. holder’s conduct of a trade or business within the United States,
(2) in the case of an individual, the non-U.S. holder has been present in the United States for 183 days or
more during the taxable year of the sale or other taxable disposition and certain other conditions are
satisfied or (3) the non-U.S. holder is subject to tax pursuant to the provisions of the Internal Revenue
Code of 1986 applicable to certain U.S. expatriates.
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Backup Withholding and Information Reporting

Dividend payments on the Vivendi Universal shares and proceeds from the sale, exchange or other
disposition of the Vivendi Universal shares may be subject to information reporting to the U.S. Internal
Revenue Service and possible U.S. backup withholding. U.S. federal backup withholding generally is a
withholding tax imposed at the rate of 31% on specified payments to persons that fail to furnish required
information. Backup withholding will not apply to a holder who furnishes a correct taxpayer identification
number (in the case of a U.S. holder) or certificate of foreign status (in the case of a non-U.S. holder)
and makes any other required certification, or who is otherwise exempt from backup withholding. Any
U.S. holders required to establish their exempt status generally must file Internal Revenue Service
Form W-9, entitled Request for Taxpayer Identification Number and Certification. Finalized Treasury
regulations, which will be applicable to payments made after December 31, 2000, have generally expanded
the circumstances under which information reporting and backup withholding may apply.

Amounts withheld as backup withholding may be credited against the holder’s U.S. federal income
tax liability. The holder may obtain a refund of any excess amounts withheld under the backup
withholding rules by filing the appropriate claim for refund with the Internal Revenue Service and
furnishing any required information.

Each U.S. holder and non-U.S. holder should consult its own tax advisor regarding the U.S. federal,
state, local and non-U.S. tax consequences, and its particular circumstances, under the Internal Revenue
Code of 1986 and the laws of any other taxing jurisdiction, of the Vivendi/Vivendi Universal merger and
of holding Vivendi Universal shares.

TAX CONSIDERATIONS FOR CANAL+ SHAREHOLDERS

The summary that follows sets out the material U.S. federal income tax considerations to a U.S.
holder (as defined under “— Tax Considerations for Vivendi Shareholders” and subject to the limitations
set forth therein) of CANAL+ shares who receives Vivendi Universal shares pursuant to the
Vivendi/CANAL+ transactions described herein and constitutes the opinion of Cleary, Gottlieb, Steen &
Hamilton, special tax advisor to CANAL+. The discussion and counsel’s opinion are based upon (i)
certain factual representations made by CANAL+, Vivendi Universal and others and (ii) the assumption
that the transactions described herein will be consummated in accordance with the terms of the merger
agreement and related agreements. CANAL+ will not seek a ruling from the IRS concerning the tax
consequences of the transactions described herein. An opinion of counsel is not binding on the IRS and we
can give no assurance that the IRS will not take a position contrary to one or more positions reflected in
the opinions below or that the courts will uphold such opinions if challenged by the IRS.

This discussion provides no information on tax consequences of the transactions described herein, if
any, under applicable foreign, state, local and other laws.

The summary does not purport to be a comprehensive description of all of the tax considerations that
may be relevant to any particular CANAL+ shareholder, including tax considerations that apply only to
certain classes of taxpayers or that are generally assumed to be known by taxpayers. Each CANAL+
shareholder should consult such shareholder’s own tax advisor as to the specific tax consequences of the
transactions described herein to such shareholder, including the application of foreign, state, local and
other tax laws.

Tax Characterization of the Vivendi/CANAL+ Transactions

For U.S. federal income tax purposes, a U.S. holder of CANAL+ shares will be treated first as
receiving a distribution of shares of Canal Holdco from CANAL+ and then exchanging the Canal Holdco
shares for Vivendi Universal shares pursuant to the merger of Canal Holdco and Vivendi Universal.
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Tax Consequences of the Distribution of Canal Holdco Shares

The distribution of the Canal Holdco shares should constitute a tax-free spin-off to U.S. holders of
CANAL+ shares under section 355(a) of the Internal Revenue Code of 1986. If the distribution so
qualifies, it will have the following U.S. federal income tax consequences to you:

 you will not recognize any income, gain, or loss as a result of your deemed receipt of shares of
Canal Holdco, except as described below in connection with any cash you receive in lieu of a
fractional share of Canal Holdco shares;

« your holding period for the shares of Canal Holdco you are deemed to receive in the distribution
will include the period during which you held your CANAL+ shares;

* your tax basis in your CANAL+ shares will be apportioned (based on relative fair market values at
the time of the distribution) between your CANAL+ shares and the shares of Canal Holdco you
are deemed to receive (including any fractional interest in a share of Canal Holdco you are deemed
to receive) in the distribution; and

« if you receive cash in lieu of a fractional interest in a share of Canal Holdco, you will be treated as
if you received the fractional share as part of the distribution and Canal Holdco redeemed it from
you. You will recognize capital gain or loss equal to the difference between the cash you receive
and the portion of your tax basis in your shares of Canal Holdco that is attributable to the
fractional share.

Under U.S. Treasury regulations, you will be required to attach to your U.S. federal income tax
return for your tax year in which the distribution occurs a detailed statement setting forth information
concerning the applicability of section 355 of the Internal Revenue Code of 1986 to the distribution.

If the distribution of the Canal Holdco shares does not qualify as a tax-free spin-off under
section 355(a) of the Internal Revenue Code of 1986, the distribution would be treated for U.S. federal
income tax purposes as a dividend to the extent of CANAL+’s current and accumulated earnings and
profits. Because CANAL++ does not expect to be in a position to determine its earnings and profits for
U.S. federal income tax purposes, if the distribution is taxable, you should assume that the entire fair
market value of the Canal Holdco shares on the date you are deemed to receive them would be treated as
a dividend for U.S. tax purposes. Your tax basis in the Canal Holdco shares received would equal their
fair market value on the date of the deemed receipt.

Tax Consequences of the Merger of Vivendi Universal and Canal Holdco

The merger of Canal Holdco and Vivendi Universal should constitute a reorganization within the
meaning of section 368 (a) of the Internal Revenue Code of 1986 or a transaction described in section 351
of the Internal Revenue Code of 1986. If it so qualifies:

« you should not recognize gain or loss on the deemed exchange of your shares in Canal Holdco
solely for Vivendi Universal shares, except:

— if you receive cash in lieu of a fractional interest in Vivendi Universal shares, you should be
treated as though you received the fractional share from Vivendi Universal as part of its
acquisition of Canal Holdco, followed by a redemption by Vivendi Universal of that fractional
share. You generally should recognize capital gain or loss equal to the difference between the
cash you receive and the portion of your tax basis in Vivendi Universal shares attributable to
such fractional shares; and

— with respect to any U.S. holder of CANAL+ who owns 5% or more of the total voting power
or the total value of the stock of Vivendi Universal following the acquisition of Canal Holdco,
unless such holder enters into a “gain recognition agreement” in accordance with applicable
Treasury regulations;
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* your tax basis in the Vivendi Universal shares that you receive in exchange solely for your shares of
Canal Holdco pursuant to the merger should be the same as your tax basis in the Canal Holdco
shares surrendered in exchange therefor; and

« your holding period for the Vivendi Universal shares that you receive in the merger should include
the period during which you held your shares of Canal Holdco.

If the merger of Vivendi Universal and Canal Holdco does not qualify as a reorganization as defined
in section 368(a) (1) of the Internal Revenue Code of 1986 or a transaction described in section 351 of
the Internal Revenue Code of 1986, you generally will recognize capital gain or loss measured by the
difference between (i) the fair market value of the Vivendi Universal shares you receive over (ii) your tax
basis in the Canal Holdco shares exchanged therefor. Your tax basis in the Vivendi Universal shares
received would equal their fair market value on the date of receipt.

TAX CONSIDERATIONS FOR SEAGRAM SHAREHOLDERS

Canadian Federal Income Tax Considerations

The summary that follows sets out the material consequences of the arrangement under the Canadian
Tax Act that will generally apply to Seagram shareholders who, for purposes of the Canadian Tax Act at
all relevant times:

* hold their Seagram common shares (and will hold any exchangeable shares and Vivendi Universal
ADS:s on or after the arrangement) as “capital property” and

 deal at arm’s length with, and are not “affiliated” with, any of Seagram, Vivendi Universal, Vivendi
Universal Holdings or Vivendi Universal Exchangeco and in respect of whom Vivendi Universal is
not a “foreign affiliate”

and constitutes the opinion of Osler, Hoskin & Harcourt LLP. For purposes of this summary, terms which
appear in quotation marks (other than headings of sections of this joint proxy statement-prospectus) have
the meanings given to them by the relevant provisions of the Canadian Tax Act.

“Financial institutions” are generally deemed not to hold shares as “capital property” under the mark-
to-market rules in the Canadian Tax Act. Shares held by other Seagram shareholders will generally be
considered to be held as “capital property” unless they are held as part of a business of buying and selling
securities or have been acquired in a transaction considered to be an adventure in the nature of trade.
Canadian resident shareholders whose Seagram common shares (and exchangeable shares if no tax
election is made, as described below) might not otherwise qualify as “capital property” may be entitled to
obtain this qualification by making the irrevocable election under section 39(4) of the Canadian Tax Act.

This summary is based on the current provisions of the Canadian Tax Act and the regulations
thereunder, the administrative and assessing policies and practices published by the Canada Customs and
Revenue Agency (CCRA) prior to today, specific proposals to amend the Canadian Tax Act and
regulations thereunder publicly announced by or on behalf of the Canadian Minister of Finance prior to
today (referred to as the tax proposals) and a Vivendi officer’s certificate with respect to certain matters.
No assurances can be given that the tax proposals will be enacted in the form announced or at all. This
summary assumes that the transactions described herein will be consummated in accordance with the
terms of the plan of arrangement and related agreements.

This summary does not take into account or anticipate any changes in law or administrative practice,
other than the tax proposals, nor does it take into account provincial or territorial taxes or taxes of
countries other than Canada. In particular, Seagram shareholders making the tax election described below
should consult their own advisors as to whether any provincial or territorial equivalent election should be
made. No advance tax ruling from the CCRA has been sought or obtained in respect of the arrangement
and accordingly no assurances can be given that the CCRA will not assert a position contrary to one or
more positions reflected in the summary below.
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This discussion is a general description of the Canadian federal income tax considerations material
to the arrangement and does not deal with all possible tax consequences. We have not taken into account
your particular circumstances and do not address consequences which may be particular to you under
provisions of Canadian income tax law. Therefore, you should consult your own tax advisor regarding the
particular consequences to you of the arrangement.

In particular, this summary does not take into account:
 the mark-to market rules applicable to securities held by “financial institutions”;

e the Income Tax Application Rules, applicable to Seagram shareholders who have held their
Seagram common shares continuously since December 31, 1971 (or are deemed to have done so
under those rules); or

« the tax consequences of participating in the holding company alternative as described under “The
Merger Transactions — The Holding Company Alternative.”

For purposes of the Canadian Tax Act, all amounts relating to Vivendi Universal ADSs must be
expressed in Canadian dollars. Amounts denominated in euros or U.S. dollars must be converted into
Canadian dollars based on the euro or U.S. dollar exchange rate generally prevailing at the time such
amounts arise.

The term ancillary rights refers collectively to the Vivendi Universal voting rights described under
“Securities — Description of Vivendi Universal Voting Rights” and the exchange rights against Vivendi
Universal described under “Securities — Description of Exchangeable Shares — Voting, Dividend and
Liquidation Rights — Liquidation Rights with Respect to Vivendi Universal Exchangeco” and “Securi-
ties — Description of Exchangeable Shares — Voting, Dividend and Liquidation Rights — Liquidation
Rights with Respect to Vivendi Universal.” The term call rights refers to certain of the rights of Vivendi
Universal Holdings to purchase exchangeable shares from the holders thereof in circumstances described
under “Securities — Description of Exchangeable Shares.”

In preparing this summary, it has been assumed that the obligations set out in the documents
governing the Vivendi Universal ADSs will be carried out as described in those documents. Based on this
assumption, holders of Vivendi Universal ADSs will be treated as the owner of the Vivendi Universal
shares represented by those Vivendi Universal ADSs. In addition, based on views expressed by Seagram, it
has been assumed that the respective fair market values of the call rights and the ancillary rights, as
described above, is nominal. This determination of value is not binding on the CCRA and it is possible
that the CCRA could take a contrary view. Counsel expresses no opinion as to the appropriateness or
accuracy of this view with respect to value.

Seagram Shareholders Resident in Canada

The following portion of this summary applies to a Seagram shareholder who, at all relevant times, is
a Canadian resident. A Canadian resident is any person who, for the purposes of the Canadian Tax Act
and any bilateral tax treaty, is or is deemed to be a Canadian resident at all relevant times.

Transfer of Seagram Common Shares to Vivendi Universal Holdings for Vivendi Universal ADSs

Subject to the comments below under the heading “Economic Statement of October 18, 2000,” the
exchange of Seagram common shares for Vivendi Universal ADSs will generally be a taxable event to a
Canadian resident. A Canadian resident who transfers Seagram common shares to Vivendi Universal
Holdings for Vivendi Universal ADSs under the arrangement will be considered, at the effective time of
the arrangement, to:

« dispose of those Seagram common shares for proceeds of disposition equal to the fair market value
at that time of the Vivendi Universal ADSs received on the exchange, plus any cash received in
lieu of a fractional Vivendi Universal ADS;
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« realize a capital gain (or capital loss) equal to the amount by which those proceeds of disposition
exceed (or are less than) the sum of: (1) the Canadian resident’s “adjusted cost base” of those
Seagram common shares determined immediately before that time, and (2) any reasonable costs of
disposition; and

* acquire those Vivendi Universal ADSs at a cost equal to their fair market value at that time
(which cost is averaged with the “adjusted cost base” of any other Vivendi Universal ADSs held by
the Canadian resident as “capital property” at that time).

For a description of the tax treatment of capital gains and losses, see “— Capital Gains and Capital
Losses.”

Transfer of Seagram Common Shares to Vivendi Universal Exchangeco for Exchangeable Shares and
Ancillary Rights

The tax consequences to a Canadian resident who receives a combination of exchangeable shares and
ancillary rights under the arrangement will differ significantly depending on whether a valid tax election is
made in respect of the exchange. The exchange of Seagram common shares for exchangeable shares and
ancillary rights under the arrangement will generally be a taxable event to a Canadian resident unless a
valid tax election is made.

No Tax Election. A Canadian resident who does not make a valid tax election with Vivendi
Universal Exchangeco under section 85 of the Canadian Tax Act in respect of particular Seagram
common shares will be considered, at the effective time of the arrangement, to:

« dispose of those Seagram common shares for proceeds of disposition equal to the fair market value
at that time of the exchangeable shares and ancillary rights received on the exchange, plus any cash
received in lieu of a fractional exchangeable share;

« realize a capital gain (or capital loss) equal to the amount by which those proceeds of disposition
exceed (or are less than) the sum of: (1) the Canadian resident’s “adjusted cost base” of those
Seagram common shares determined immediately before that time, and (2) any reasonable costs of
disposition; and

* acquire the exchangeable shares and ancillary rights received in exchange for the Seagram common
shares at a cost equal to their fair market value at that time.

For a description of the tax treatment of capital gains and losses, see “— Capital Gains and Capital
Losses.”

Tax Election. Alternatively, a Canadian resident who is eligible and who does make a valid tax
election with Vivendi Universal Exchangeco under section 85 of the Canadian Tax Act in respect of
particular Seagram common shares will be considered, at the effective time of the arrangement, to:

« dispose of those Seagram common shares for proceeds of disposition equal to the amount, which we
refer to as the elected amount, that the Canadian resident has elected in the tax election to be the
proceeds of disposition for those Seagram common shares (or is deemed to have so elected under
the limitations on permissible elected amounts described below);

 not realize a capital gain (or capital loss) provided that the elected amount is equal to the sum of:
(1) the Canadian resident’s “adjusted cost base” of those Seagram common shares determined
immediately before that time, and (2) any reasonable costs of disposition;

« realize a capital gain (or capital loss) to the extent that the elected amount exceeds (or is less
than) the sum of: (1) and (2) described immediately above;

 acquire the exchangeable shares received in exchange at a cost equal to the elected amount minus
the sum of: (1) any cash received in lieu of a fractional exchangeable share, and (2) the fair
market value of the ancillary rights acquired on the exchange; and

195



* acquire the ancillary rights at a cost equal to their fair market value at that time.

For a description of the tax treatment of capital gains and losses, see “— Capital Gains and Capital
Losses.”

The Canadian Tax Act provides that the elected amount cannot be:

« greater than the fair market value of those Seagram common shares to which the tax election
applies;

e less than the sum of: (1) any cash received in lieu of a fractional exchangeable share, and (2) the
fair market value of the ancillary rights acquired on the exchange; or

« less than the lesser of the Canadian resident’s “adjusted cost base” of those Seagram common
shares and their fair market value,

in each case, determined at the effective time of the arrangement.

If an amount is elected in the tax election that is greater than the permissible maximum or less than
the permissible minimum, the elected amount is deemed to be that permissible maximum or minimum
(respectively).

A Canadian resident who is eligible to and who makes a valid tax election with Vivendi Universal
Exchangeco at the minimum permissible elected amount will not realize a capital gain on the disposition
of Seagram common shares unless the sum of the holder’s “adjusted cost base” of those shares
immediately before the effective time of the arrangement and any reasonable costs of disposition is less
than the sum of: (1) any cash received in lieu of a fractional exchangeable share, and (2) the fair market
value of the ancillary rights acquired on the exchange. Accordingly, Canadian residents who choose to
receive exchangeable shares and who are eligible to make the tax election with Vivendi Universal
Exchangeco will generally be able to defer tax for purposes of the Canadian Tax Act on any accrued
capital gains on their Seagram common shares by validly making the tax election at the minimum
permissible elected amount.

The federal tax election is a joint election under section 85 of the Canadian Tax Act that Vivendi
Universal Exchangeco will execute with eligible holders who choose to receive exchangeable shares under
the arrangement. For this purpose, an eligible holder is a beneficial owner of Seagram common shares who
is a Canadian resident, including a partnership any member of which is a Canadian resident, but does not
include: (1) any such owner who is exempt from tax under the Canadian Tax Act; or (2) any partnership,
all of the members of which who are Canadian residents are also exempt from tax under the Canadian
Tax Act. Vivendi Universal Exchangeco will only make a tax election with such eligible holders.

Certain provincial or territorial jurisdictions may require that a separate joint election be filed for
provincial or territorial income tax purposes. Vivendi Universal Exchangeco will also make a joint election
with an eligible holder under the provision of any relevant provincial or territorial income tax law with
similar effect to section 85 of the Canadian Tax Act. Eligible holders should consult their own tax
advisors to determine whether separate election forms must be filed with any provincial or territorial
taxing authority. Each eligible holder who wishes to make such an election must obtain the necessary
provincial or territorial election forms and provide those forms to Vivendi Universal Exchangeco.

Vivendi Universal Exchangeco will execute any properly completed tax election forms and mail them
to the eligible holder within 30 days after their receipt. Compliance with the requirements for valid tax
elections will be the sole responsibility of the eligible holder. None of Vivendi Universal, Vivendi
Universal Exchangeco or Seagram will be responsible for taxes, interest, penalties, damages or expenses
resulting from the failure by anyone to properly complete any tax election or to properly file it within the
time and in the form prescribed under the Canadian Tax Act (or the corresponding provisions of any
applicable provincial or territorial legislation).

In order to make a tax election, an eligible holder must provide to Vivendi Universal Exchangeco, at
the address indicated in the tax election package (to be obtained from the exchange agent), two signed
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copies of the necessary tax election forms on or before the 90th day after the effective date of the
arrangement, duly completed with the details of the number of Seagram common shares transferred in
respect of which the eligible holder is making a tax election and the applicable elected amount for the
purposes of the election. Subject to the election forms complying with the provisions of the applicable tax
law, the forms will be returned to the eligible holders, signed by Vivendi Universal Exchangeco, for filing
by the eligible holders with the relevant tax authority. Vivendi Universal Exchangeco has no obligation to
sign any forms not received on or before the 90th day after the effective date of the arrangement.

A tax election package, consisting of the relevant tax election forms and a letter of instructions, may
be obtained from the exchange agent. An eligible holder interested in making a tax election should
indicate this on the letter of transmittal and election form that is enclosed with this joint proxy statement-
prospectus, and a tax election package will be sent to the holder. The relevant federal tax election form is
CCRA form T2057 (or, in the event that the Seagram common shares are held as partnership property,
CCRA form T2058).

In order for the CCRA to accept a tax election without a late filing penalty, the tax election must be
received by the CCRA on or before the earlier of the days on which either Vivendi Universal Exchangeco
or the eligible holder is required to file an income tax return for the taxation year in which the exchange
occurs. Vivendi Universal Exchangeco’s taxation year is scheduled to end on December 31, 2000.
Assuming the exchange occurs prior to December 31, 2000, the tax election will, in the case of an eligible
holder who is an “individual”, generally have to be received by the CCRA by April 30, 2001. Eligible
holders other than “individuals” are urged to consult their own advisors as soon as possible with respect to
the deadlines applicable to their own particular circumstances.

However, regardless of such deadline, the tax election must be received by Vivendi Universal
Exchangeco at the address to be set out in the tax election package (to be obtained from the exchange
agent) no later than the 90th day after the effective date of the arrangement. Any eligible holder who
does not ensure that Vivendi Universal Exchangeco has received a duly completed tax election on or
before the 90th day after the effective date of the arrangement will not be able to benefit from the
rollover provisions of the Canadian Tax Act. Accordingly, all eligible holders who wish to enter into a tax
election with Vivendi Universal Exchangeco should give their immediate attention to this matter. Eligible
holders are referred to Information Circular 76-19R3 and Interpretation Bulletin IT-291R2 issued by the
CCRA for further information respecting the tax election. Eligible holders wishing to make the tax
election should consult their own tax advisors.

Whether or not a tax election is made, a Canadian resident that exchanges Seagram common shares
for exchangeable shares and ancillary rights will be required to determine the fair market value of the
ancillary rights received on a reasonable basis for purposes of the Canadian Tax Act. Seagram is of the
view that the ancillary rights have only nominal fair market value. Counsel expresses no opinion as to the
appropriateness or accuracy of this valuation. This determination of value is not binding on the CCRA and
it is possible that the CCRA could take a contrary view. Vivendi Universal Exchangeco has advised
counsel that the tax elections will be executed by Vivendi Universal Exchangeco on the basis that the fair
market value of the ancillary rights is a nominal amount per exchangeable share issued on the exchange.

Call Rights

Seagram is of the view that the call rights have only nominal value. Counsel expresses no opinion as
to the appropriateness or accuracy of this valuation. This determination of value is not binding on the
CCRA and it is possible that the CCRA could take a contrary view. On the basis that the value of the
call rights is nominal, the creation of the call rights will not result in any material adverse income tax
consequences to Canadian residents.

Dividends on Exchangeable Shares

For purposes of the discussion below, dividends generally include deemed dividends.
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Dividends on exchangeable shares received by an “individual” (including most trusts) are included in
computing the individual’s income when received and are subject to the gross-up and dividend tax credit
rules generally applicable to taxable dividends received from a corporation resident in Canada.

Subject to the discussion below as to the denial of the dividend received deduction, in the case of a
Canadian resident that is a corporation, other than a “specified financial institution,” dividends received on
the exchangeable shares will be included in computing income and will generally be deductible in
computing taxable income. In the case of a Canadian resident that is a “specified financial institution”, a
dividend will be deductible in computing taxable income only if either: (1) the “specified financial
institution” did not acquire the exchangeable shares in the ordinary course of the business carried on by it,
or (2) at the time of the receipt of the dividend, the exchangeable shares are listed on a “prescribed stock
exchange in Canada” (which includes The Toronto Stock Exchange) and the “specified financial
institution”, either alone or together with persons with whom it does not deal at arm’s length, does not
receive dividends in respect of more than 10% of the issued and outstanding exchangeable shares.

If Vivendi Universal or any other person with whom Vivendi Universal does not deal at arm’s length
is a “specified financial institution” when a dividend is paid on an exchangeable share, then subject to the
exemption described below, dividends received by a Canadian resident that is a corporation will be
included in computing income but will not be deductible in computing taxable income. Vivendi has
advised counsel that it is a “specified financial institution” at the current time. This denial of the dividend
deduction will not however apply if, at the time a dividend is received, the exchangeable shares are listed
on a “prescribed stock exchange” (which includes The Toronto Stock Exchange), Vivendi Universal is
“related” to Vivendi Universal Exchangeco (as it is now) and dividends are not paid to the recipient
(together with persons with whom the recipient does not deal at arm’s length, or any partnership or trust
of which the recipient or person is a member or beneficiary, respectively) in respect of more than 10% of
the issued and outstanding exchangeable shares.

A “private corporation” or a “subject corporation” may be liable under Part IV of the Canadian Tax
Act to pay a refundable tax of 33'5% on dividends received on exchangeable shares to the extent they are
deductible in computing taxable income. A “Canadian-controlled private corporation” may be liable to pay
an additional refundable tax of 6%:% on dividends received on exchangeable shares to the extent they are
not deductible in computing taxable income.

Vivendi Universal Exchangeco will be subject to a 667:% tax under the Canadian Tax Act on
dividends paid on the exchangeable shares in excess of an annual dividend allowance and will be entitled
to deduct % of the tax payable in computing its taxable income. Dividends received on the exchangeable
shares will not be subject to the 10% tax under Part IV.1 of the Canadian Tax Act.

Redemption or Exchange of Exchangeable Shares

The tax treatment of amounts received on a disposition of exchangeable shares depends on whether
they are disposed of to Vivendi Universal Exchangeco or another person. On a disposition of exchangeable
shares to Vivendi Universal Exchangeco (i.e., on a retraction or redemption of those shares), a Canadian
resident will generally be considered to:

« realize a deemed dividend equal to the amount by which the proceeds of disposition received from
Vivendi Universal Exchangeco (i.e., the fair market value at the time of disposition of the Vivendi
Universal ADSs received and any cash in lieu of a fractional Vivendi Universal ADS, plus any
amount received in respect of unpaid dividends) exceed the “paid-up capital” of those
exchangeable shares at that time;

« realize a capital gain (or capital loss), equal to the amount by which the proceeds of disposition
described above, less the deemed dividend described above, exceed (or are less than) the sum of:
(1) the Canadian resident’s “adjusted cost base” of those exchangeable shares determined
immediately before the disposition, and (2) any reasonable costs of disposition; and
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* acquire those Vivendi Universal ADSs, at a cost equal to their fair market value at that time
(which cost is averaged with the “adjusted cost base” of any other Vivendi Universal ADSs, held
by the Canadian resident as “capital property” at that time).

For a description of the tax treatment of dividends, see “— Dividends on Exchangeable Shares.” In
the case of a Canadian resident that is a corporation, in some cases, the deemed dividend may be
considered not to be a dividend, but rather proceeds of disposition. For a description of the tax treatment
of capital gains and losses, see “— Capital Gains and Capital Losses.”

On a disposition of exchangeable shares to Vivendi Universal Holdings (i.e., on the exercise by
Vivendi Universal Holdings of any of the call rights) or Vivendi Universal (i.e., on the exercise of the
exchange rights), subject to the comments below under the heading “Economic Statement of October 18,
2000,” a Canadian resident will be considered to:

« dispose of those exchangeable shares for proceeds of disposition equal to the fair market value
determined at the time of disposition of the Vivendi Universal ADSs received on the exchange and
any cash in lieu of a fractional Vivendi Universal ADS plus any amount received from Vivendi
Universal or Vivendi Universal Holdings equal to the amount of declared and unpaid dividends on
the exchangeable shares, unless this latter amount is required to be included in computing income
as a dividend;

« realize a capital gain (or capital loss) equal to the amount by which those proceeds of disposition
exceed (or are less than) the sum of: (1) the Canadian resident’s “adjusted cost base” of the
exchangeable shares determined immediately before the disposition, and (2) any reasonable costs of
disposition; and

 acquire those Vivendi Universal ADSs, at a cost equal to their fair market value at that time
(which cost is averaged with the “adjusted cost base” of any other Vivendi Universal ADSs, held
by the Canadian resident as “capital property” at that time).

Because of the call rights and the exchange rights, a holder of exchangeable shares cannot control
whether the shares will be acquired by Vivendi Universal Exchangeco (by way of retraction or
redemption) or by Vivendi Universal Holdings or Vivendi Universal (by the way of a purchase). As
outlined above, the income tax consequences of a redemption differ significantly from those of a purchase.
For a description of the tax treatment of capital gains and losses, see “— Capital Gains and Capital
Losses.”

Disposition of Exchangeable Shares other than on Redemption or Exchange

On a disposition of exchangeable shares other than to Vivendi Universal Exchangeco (whether on a
redemption or otherwise) or on an exchange, a Canadian resident will realize a capital gain (or capital
loss) equal to the amount by which the proceeds of disposition received exceed (or are less than) the sum
of: (1) the Canadian resident’s “adjusted cost base” of the exchangeable shares, and (2) any reasonable
costs of disposition. For a description of the tax treatment of capital gains and losses, see “— Capital
Gains and Capital Losses.”

Dividends on Vivendi Universal ADSs

Dividends on Vivendi Universal ADSs (and any avoir fiscal (a French tax credit that is described
under “— French Tax Considerations of Holding and Disposing of Vivendi Universal Shares”)), including
the amount of taxes withheld therefrom, are included in the Canadian resident’s income when received
and are not eligible for:

« the gross-up and dividend tax credit, in the case of recipients who are “individuals”; or

« the deduction in computing taxable income, in the case of recipients that are corporations;
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in each case, as described under “— Dividends on Exchangeable Shares.” A “Canadian-controlled private
corporation” may be liable to pay a refundable tax of 6%:% on such amounts. French withholding tax on
such amounts may be credited against the Canadian resident’s income tax payable or deducted from
income subject to limitations in the Canadian Tax Act. See “— French Tax Considerations of Holding and
Disposing of Vivendi Universal Shares — Canadian Residents.”

Disposition of Vivendi Universal ADSs

On a disposition of Vivendi Universal ADSs, a Canadian resident will realize a capital gain (or capital
loss) equal to the amount by which the proceeds of disposition received exceed (or are less than) the sum
of: (1) the Canadian resident’s “adjusted cost base” of those Vivendi Universal ADSs, and (2) any
reasonable costs of disposition. For a description of the tax treatment of capital gains and losses, see
“— Capital Gains and Capital Losses.”

Capital Gains and Capital Losses

Under the current provisions of the Canadian Tax Act, three-quarters of any capital gain (the
“taxable capital gain”) is required to be included in the Canadian resident’s income for the taxation year
of disposition, and three-quarters of any capital loss (the ‘“allowable capital loss”’) may generally be
deducted against the Canadian resident’s “taxable capital gains” for the taxation year of disposition. On
February 28, 2000, the Canadian Minister of Finance announced a proposal to reduce the portion of
capital gains included as “taxable capital gains” and capital losses included as “allowable capital losses”
from three-quarters to two-thirds, effective for dispositions occurring after February 27, 2000. On
October 18, 2000, the Canadian Minister of Finance announced a proposal to further reduce the portion of
capital gains included as “taxable capital gains” and capital losses included as “allowable capital losses”
from two-thirds to one-half, effective for dispositions occurring after October 17, 2000. Both proposals
include special transitional rules governing the inclusion rate of capital gains and capital losses realized in
2000. “Allowable capital losses” in excess of “taxable capital gains” in a particular taxation year can
generally be deducted against the net “taxable capital gains” of the three immediately prior taxation years
or any later taxation year, subject to certain limitations in the Canadian Tax Act and the tax proposals
described in this paragraph. Seagram shareholders realizing capital gains or capital losses in 2000 or
deducting ‘“‘allowable capital losses” from one taxation year against net “taxable capital gains” of another
taxation year in which the relevant inclusion rate differs should consult their own tax advisors as to how
the rules in the tax proposals described in this paragraph apply to their particular circumstances.

When an “individual” (other than certain trusts) realizes a capital gain, alternative minimum tax may
arise, depending on the “individual’s” particular circumstances. A “Canadian-controlled private corpora-
tion” may be liable to pay an additional refundable tax of 6%% on “‘taxable capital gains.”

The amount of any capital loss realized by a corporation on the disposition of a share may be reduced
by the amount of dividends received or deemed to be received on that share. Similar rules may apply
where a corporation is a member of a partnership or a beneficiary of a trust that owns shares, directly or
indirectly through a partnership or trust.

Foreign Investment Entity Draft Legislation

On June 22, 2000, the Canadian Minister of Finance released draft legislation to amend the Canadian
Tax Act to implement a proposal concerning the taxation of holdings in “foreign investment entities.” On
September 7, 2000 the Minister of Finance issued a release announcing that the implementation date and
the consultation period for the draft legislation would be extended, that certain modifications to the draft
legislation would be made and that revised draft legislation would be released early in 2001. In general
terms, the draft legislation would apply to a share in or a right to acquire a share of a “foreign investment
entity.” Vivendi Universal would be a “foreign investment entity” if the “carrying value” of its “investment
property” is more than 50% of the “carrying value” of all of its property, determined in accordance with
detailed rules in the draft legislation.
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If Vivendi Universal were a “foreign investment entity” (and certain exceptions did not apply), a
Canadian resident would be required to take into account in computing income, on an annual basis, any
increase (or decrease) in the value of the exchangeable shares during each taxation year, subject to a
deferral of gains accrued prior to January 1, 2002. A Canadian resident would be required to mark-to-
market its Vivendi Universal ADSs or, if the Canadian resident so elects and the relevant information is
made available, to take into account in computing income the relevant share in the underlying income of
Vivendi Universal, calculated in accordance with Canadian tax rules (whether or not cash distributions
were received by the Canadian resident).

The proposed new rules would generally apply for taxation years after 2001 and would require a
determination, on an annual basis, as to whether or not Vivendi Universal is a “foreign investment entity”
(and, if so, whether certain other exceptions to the rules might apply).

Based on the draft legislation as it is proposed to be amended and a preliminary review of certain
currently available financial information, Vivendi believes, based in part on information provided by
Seagram, that if the arrangement were completed today, it is unlikely that Vivendi Universal would, as of
today’s date, be a “foreign investment entity” and, although no assurances can be given in that regard,
Vivendi is not aware of any circumstance that would cause this conclusion to change in the future. The
draft legislation is complex and if applicable may affect both the timing and in certain cases the character
of amounts included in income in respect of holding exchangeable shares or Vivendi Universal ADSs. In
addition, there is considerable uncertainty as to whether the draft legislation will be implemented in its
current form. Accordingly, Canadian residents should consult their tax advisors regarding the possible
application of these rules.

Economic Statement of October 18, 2000

In the Economic Statement released on October 18, 2000, the Canadian Minister of Finance
announced a proposal to formulate and introduce a rule to permit shares of a Canadian corporation held
by a Canadian resident to be exchanged for shares of a foreign corporation on a tax-deferred basis. This
statement included no details of the circumstances in which such tax-deferred share-for-share exchange
could occur but rather indicated that these rules would be developed in consultation with the private
sector. The Minister’s statement indicated that any such rule would not be effective before the public
release of draft legislation including such rule.

Based on the time frame in which the plan of arrangement is expected to be completed and the
typical time frame in which draft legislation involving private sector consultation is developed and
introduced, it is unlikely that draft legislation containing the proposed rule described above will be released
in time to affect the exchange by Seagram shareholders of their Seagram common shares for Vivendi
Universal ADSs pursuant to the plan of arrangement. In the case of Seagram shareholders who receive
exchangeable shares pursuant to the plan of arrangement, draft legislation containing the proposed rule
described above could be released in time to affect the subsequent exchange of such exchangeable shares
for Vivendi Universal ADSs, and it is therefore possible that such exchange may be achieved on a tax-
deferred basis. In any case, until such rule is developed and released, it is not possible to state whether it
would apply to a Seagram shareholder on the exchange of Seagram common shares for Vivendi Universal
ADSs pursuant to the plan of arrangement or the subsequent exchange of exchangeable shares for Vivendi
Universal ADSs. Seagram shareholders should consult their own tax advisors once the draft legislation is
released to determine how it might apply to their particular circumstances.

Dissenting Seagram Shareholders

A Canadian resident exercising dissent rights who is ultimately entitled to be paid fair market value
for Seagram common shares will generally be considered to realize:

» a deemed dividend that must be included in the Canadian resident’s income, computed as the
amount by which that payment (other than any interest portion, which must also be included in
income) exceeds the “paid-up capital” of those Seagram common shares at that time; and
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* a capital gain (or capital loss), equal to the amount by which that payment exceeds (or is less
than) the sum of: (1) any interest portion of the payment, (2) the deemed dividend, (3) the
Canadian resident’s “adjusted cost base” of those Seagram common shares, and (4) any reasonable
costs of disposition.

In the case of a Canadian resident that is a corporation, in some circumstances the deemed dividend
may be considered not to be a dividend, but rather proceeds of disposition. For a description of the tax
treatment of capital gains and losses, see “— Capital Gains and Capital Losses.”

Seagram Shareholders Not Resident in Canada

The following portion of this summary applies to a Seagram shareholder, referred to herein as a non-
resident, who, at all relevant times:

 is not a Canadian resident;

 does not hold or use Seagram common shares or Vivendi Universal ADSs in connection with
carrying on a business in Canada;

* is not an insurer carrying on business in Canada and elsewhere; and

e to whom the Seagram common shares and Vivendi Universal ADSs are not otherwise “taxable
Canadian property.”

Generally, Seagram common shares and Vivendi Universal ADSs will not be “taxable Canadian
property” to a non-resident at a particular time provided that the shares (or in the case of Vivendi
Universal ADSs, the underlying Vivendi Universal shares) are listed on a “prescribed stock exchange”
(which includes The Toronto Stock Exchange and the Paris Bourse) and the non-resident and persons not
dealing at “arm’s length” with the non-resident did not collectively own 25% or more of the shares of any
class or series of Seagram or Vivendi Universal shares (including interests in and options to acquire such
shares), respectively, at any time during the 60-month period ending at the particular time.

Transfer of Seagram Common Shares to Vivendi Universal Holdings for Vivendi Universal ADSs and
Disposition of Vivendi Universal ADSs

On a transfer of Seagram common shares to Vivendi Universal Holdings for Vivendi Universal ADSs
on the arrangement or a subsequent disposition of Vivendi Universal ADSs, a non-resident will not be
subject to tax under the Canadian Tax Act.

Dissenting Seagram Shareholders

A non-resident exercising dissent rights as described under “The Shareholder Meetings — The
Seagram Meeting — Dissenting Shareholder Rights” and who is ultimately entitled to be paid fair market
value for Seagram common shares will generally realize a deemed dividend and a capital gain or loss as
described above in the corresponding portion of this summary dealing with Canadian residents. Deemed
dividends (and any interest) paid to such a non-resident will be subject to withholding under the Canadian
Tax Act at the rate of 25%, subject to possible reduction under an applicable tax treaty.

Eligibility for Investment in Canada

Provided that the exchangeable shares are listed on a “prescribed stock exchange” (which includes
The Toronto Stock Exchange), the exchangeable shares will, on the date of issue, be “qualified
investments” for trusts governed by “registered retirement savings plans”, “registered retirement income
funds”, “deferred profit sharing plans” or “registered education savings plans.” Vivendi Universal ADSs
will, on the date of issue, be “qualified investments” for such trusts provided that the underlying Vivendi

Universal shares are listed on a “prescribed stock exchange” (which includes the Paris Bourse).
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Ancillary rights (as described above) received by holders of exchangeable shares will not be “qualified
investments” for such trusts. As described above, Seagram is of the view that the ancillary rights have only
nominal fair market value. Counsel expresses no opinion as to the appropriateness or accuracy of this
valuation. This determination of value is not binding on the CCRA and it is possible that the CCRA could
take a contrary view. On the basis that the fair market value of the ancillary rights is nominal, there
should be no material consequences to trusts governed by “registered retirement savings plans,” “registered
retirement income funds” or “deferred profit sharing plans” from holding such ancillary rights as non-
“qualified investments.” However, “registered education savings plans” holding such ancillary rights as
non-“qualified investments” may realize material adverse consequences and should consult their own tax
advisors on this matter.

Provided that the exchangeable shares are listed on a “prescribed stock exchange in Canada” (which
includes The Toronto Stock Exchange), the exchangeable shares will not be “foreign property” on the date
of issue. Ancillary rights will be “foreign property”, although (as described above) Seagram is of the view
that their fair market value is only nominal. Counsel expresses no opinion as to the appropriateness or
accuracy of this valuation. This determination is not binding on the CCRA and it is possible that the
CCRA could take a contrary view. Vivendi Universal ADSs will be “foreign property.”

LEINT3 LRI T3

Trusts governed by “registered pension plans”, “registered retirement savings plans”, “registered
retirement income funds” or “deferred profit sharing plans” and certain other persons described in Part XI
of the Canadian Tax Act are subject to a penalty tax on the “cost amount” of “foreign property” that they
own in excess of certain limits. Under the current provisions of the Canadian Tax Act, the general limit is
20% of the “cost amount” of all property owned, and pursuant to the tax proposals, that limit will be 25%
for the year 2000 and 30% after the year 2000. The penalty tax is imposed at a rate of 1% per month of
the “cost amount” of the excess “foreign property.”

United States Federal Income Tax Considerations

The summary that follows sets out the material U.S. federal income tax considerations to a U.S.
holder (as defined under “— Tax Considerations for Vivendi Shareholders™ and subject to the limitations
set forth therein) of Seagram common shares who receives Vivendi Universal shares pursuant to the
arrangement and constitutes the opinion of Simpson Thacher & Bartlett, special tax counsel to Seagram.
The discussion and counsel’s opinion are based upon (i) certain factual representations made by Seagram,
Vivendi Universal and others and (ii) the assumption that the transactions described herein will be
consummated in accordance with the terms of the merger agreement and related agreements. Seagram will
not seek a ruling from the IRS concerning the tax consequences of the transactions described herein. An
opinion of counsel is not binding on the IRS and we can give no assurance that the IRS will not take a
position contrary to one or more positions reflected in the opinions below or that the courts will uphold
such opinions if challenged by the IRS.

Transfer of Seagram Common Shares to Vivendi Universal Holdings for Vivendi Universal Shares.

A transfer of Seagram common shares to Vivendi Universal Holdings for Vivendi Universal shares
under the arrangement will be an exchange described in section 351 of the Internal Revenue Code of
1986. As a result:

* no gain or loss will be recognized by U.S. holders of Seagram common shares who exchange their
Seagram common shares for Vivendi Universal shares except:

— with respect to any cash received in lieu of a fractional Vivendi Universal share in the
arrangement; and

— with respect to any U.S. holder of Seagram common shares who owns 5% or more of the
total voting power or the total value of the stock of Vivendi Universal following the
arrangement, unless such holder enters into a “gain recognition agreement” in accordance
with applicable Treasury regulations.
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* the tax basis to a U.S. holder of Vivendi Universal shares received in exchange for Seagram
common shares in the arrangement, including any fractional share interest in Vivendi Universal for
which cash is received, will equal the U.S. holder’s tax basis in the Seagram common shares
exchanged.

« the holding period of a U.S. holder in Vivendi Universal shares received in the arrangement will
include the holding period of the Seagram common shares exchanged.

* A U.S. holder who receives cash instead of a fractional share of Vivendi Universal in the
arrangement should be treated as having received the cash in exchange for the fractional share
interest and generally should recognize capital gain or loss on the deemed exchange in an amount
equal to the difference between the amount of cash received and the basis of the Seagram common
shares allocable to that fractional share.

If the arrangement does not qualify as an exchange described in section 351 of the Internal Revenue
Code of 1986, each U.S. holder of Seagram common shares will generally recognize taxable gain or loss
measured by the difference between (1) the fair market value of the Vivendi Universal shares received
and (2) such shareholder’s tax basis in the Seagram common shares exchanged.

Dissenting Seagram Shareholders

A Seagram shareholder exercising dissent rights who is ultimately entitled to be paid fair market
value for Seagram common shares will generally be considered to recognize capital gain or capital loss
equal to the difference between the amount of that payment and the holder’s tax basis in the shares. Such
capital gain or loss will be long-term capital gain or loss if the Seagram shareholder held its shares for
more than 12 months prior to the completion of the arrangement.

The tax consequences of holding Vivendi Universal shares are summarized under the heading
“— Tax Considerations for Vivendi Shareholders — Tax Consequences of Holding Vivendi Universal
Shares.”

Each holder should consult its own tax advisor regarding the U.S. federal, state, local and foreign
tax consequences, and its particular circumstances, under the Internal Revenue Code of 1986 and the
laws of any other taxing jurisdiction, of the arrangement and of holding Vivendi Universal shares.

FRENCH TAX CONSIDERATIONS OF HOLDING AND
DISPOSING OF VIVENDI UNIVERSAL SHARES

The summary that follows sets out the material French income tax considerations applicable to
dividends received in connection with Vivendi Universal shares and to capital gains derived, in each case,
from the sale of Vivendi Universal shares by a shareholder having his or her tax residence outside France
and constitutes the opinion of Bureau Francis Lefebvre. This summary is based on the current provisions
of French tax laws, which do not contain any express provisions relating to dividends paid to or capital
gains made by shareholders holding only depositary receipts evidencing ownership of the underlying shares
in respect of which dividends are paid or capital gains are made.

Dividends

Dividends of a French company, such as Vivendi Universal, paid to a shareholder having his or her
tax residence outside France are generally subject to a 25% withholding tax and do not give rise to the
transfer of the avoir fiscal. The applicability of the withholding tax may, however, be subject to reduction
in accordance with the particular tax treaty between France and the jurisdiction of residence of the
dividend recipient.
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U.S. Residents

The following is a general summary of the principal French tax consequences that apply to you as a
holder of Vivendi Universal shares, if all of the following requirements are met:

 you own, directly or indirectly, less than 10% of the share capital of Vivendi Universal;
* you are:
— a citizen or resident of the United States for U.S. federal income tax purposes;
— a U.S. domestic corporation; or

— otherwise subject to U.S. federal income taxation on a net income basis in respect of your
shares of Vivendi Universal;

* you are entitled to the benefits of the U.S.-France tax treaty under the “Limitations of Benefits”
article of that treaty;

* you hold your Vivendi Universal shares as capital assets;
« your functional currency is the U.S. dollar; and

« your ownership of the Vivendi Universal shares is not effectively connected with a permanent
establishment or a fixed base in France.

Withholding Tax. Under the U.S.-France tax treaty, you will be subject to withholding on dividends
at the reduced rate of 15%, provided that you:

» complete French Treasury Form RF1 A EU-No. 5052 and return it to French tax authorities
before the date of payment of the dividend. If you are not an individual, you must also send the
French tax authorities an affidavit attesting that you are the beneficial owner of all the rights
attached to the full ownership of the shares; or

* if you cannot complete French Treasury Form RF1 A EU-No. 5052 before the date of payment of
the dividend, you may complete a simplified certificate and send it to the French tax authorities.
This certificate must state that:

— you are a resident of the U.S. for purposes of the U.S.-France tax treaty;

— your ownership of Vivendi Universal shares is not effectively connected with a permanent
establishment or a fixed base in France;

— you own all the rights attached to the full ownership of the shares, including, among other
things, the dividend rights;

— you are subject to U.S. income tax on the payment of the dividend and the reduced avoir
fiscal and you are the full owner of the shares;

— you meet all the requirements of the U.S.-France tax treaty for the reduced rate of
withholding tax; and

— you claim the reduced rate of withholding tax.

If you have not completed French Treasury Form RF1 A EU-No. 5052 or the simplified certificate
before the dividend payment date, you will be subject to French withholding tax at the rate of 25%. In
that case, you may claim a refund of the excess withholding tax by completing and providing the French
tax authorities with French Treasury Form RF1 A EU-No. 5052 before December 31 of the calendar year
following the year during which the dividend is paid. Please note that the French tax authorities have
recently accepted that such claims can be provided until December 31 of the second calendar year
following the year during which the withholding tax is levied.
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Avoir Fiscal. Under the U.S.-France tax treaty, you may be entitled, in certain circumstances, to the
avoir fiscal. The avoir fiscal is generally equal to 50% of the dividend paid for individuals or for companies
owning a stake exceeding 10% or FF 150 million (or 5% as of January 1, 2001 if certain proposed
legislation is adopted) and 40% for other shareholders. Please note that the 40% rate of avoir fiscal could
be reduced to 25% for dividends paid in year 2000 and to 15% for dividends paid in 2001, should the
modification of the legislation currently examined by the French Parliament in the course of the discussion
of the 2001 Finance Bill be definitively adopted as presently drafted. In addition, if this legislation is
adopted, companies owning less than a 5% stake in a French company would only be entitled to the avoir
fiscal at the reduced rate of 25% or 15%, but companies owning more than a 5% stake in a French
company would be entitled to the avoir fiscal at the increased rate of 50%. Being an individual or a
company that owns, directly or indirectly, less than 10% of the share capital of Vivendi Universal, you may
be entitled to a payment equal to the avoir fiscal, less a 15% withholding tax, if any one of the following
applies to you:

 you are an individual or other non-corporate holder that is a resident of the U.S. for purposes of the
U.S.-France tax treaty;

 you are a U.S. corporation, other than a regulated investment company;

e you are a U.S. corporation that is a regulated investment company and that owns, directly or
indirectly, less than 10% of the share capital of our company, provided that less than 20% of your
shares or ADSs are beneficially owned by persons who are neither citizens nor residents of the
U.S.; or

 you are a partnership or a trust that is a resident of the United States for purposes of the
U.S.-France tax treaty, but only to the extent that your partners, beneficiaries or grantors would
qualify as eligible under the first or second points on this list and are subject to U.S. income tax
with respect to such dividends and the payment of the avoir fiscal.

If you are eligible, you may claim the avoir fiscal by completing French Treasury Form
RF1 A EU-No. 5052 and sending it to the French tax authorities before December 31 of the year
following the year in which the dividend is paid. Please note that the French tax authorities have recently
accepted that such claims can be provided until December 31 of the second calendar year following the
year during which the withholding tax is levied. As noted below, you will not receive this payment until
after January 15 of the calendar year following the year in which the dividend was paid. To receive the
payment, you must submit a claim to the French tax authorities and attest that you are subject to U.S.
income taxes on the payment of the avoir fiscal and the related dividend and that you are the full owner of
the shares. For partnerships or trusts, the partners, beneficiaries or grantors, as applicable, must make this
attestation.

Additional specific rules apply to the following:

« tax-exempt U.S. pension funds, which include the exempt pension funds established and managed
in order to pay retirement benefits subject to the provisions of Section 401 (a) of the Internal
Revenue Code of 1986 (qualified retirement plans), Section 403 of the Internal Revenue Code of
1986 (tax deferred annuity contracts) or Section 457 of the Internal Revenue Code of 1986
(deferred compensation plans); and

* various other tax-exempt entities, including certain state-owned institutions, not-for-profit organiza-
tions and individuals (with respect to dividends they beneficially own and that are derived from an
individual retirement account).

Entities in these two categories are eligible for a reduced withholding tax rate of 15% on dividends,
subject to the same withholding tax filing requirements as eligible U.S. holders, except that they may have
to supply additional documentation evidencing their entitlement to these benefits. These entities are not
entitled to the full avoir fiscal. They may claim a partial avoir fiscal equal to 30/85 (approximately 35.3%)
of the gross avoir fiscal, provided that they own, directly or indirectly, less than 10% of the capital of
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Vivendi Universal and that they satisfy the filing formalities specified in U.S. Internal Revenue Service
regulations.

The avoir fiscal or partial avoir fiscal and any French withholding tax refund are generally expected to
be paid within 12 months after the holder of shares files the applicable French Tax Forms. However, they
will not be paid before January 15 following the end of the calendar year in which the dividend is paid.

The Précompte. A French company must pay an equalization tax known as the “précompte” to the
French tax authorities if it distributes dividends out of:

« profits that have not been taxed at the ordinary corporate income tax rate; or
« profits that have been earned and taxed more than five years before the distribution.
The amount of the précompte is 50% of the net dividends before withholding tax.

In the situation where Vivendi Universal would pay the précompte, the shareholders entitled to the
avoir fiscal at the 40% rate (reduced to 25% or 15% if the 2001 Finance Bill, as currently drafted, is
adopted), would also be entitled to a specific tax credit equal 20% (increased to 50% or 70% if the 2001
Finance Bill, as currently drafted, is adopted) of the précompte paid by Vivendi Universal. According to
our information foreign shareholders entitled to the avoir fiscal at the 40% rate (reduced to 25% or 15% if
the 2001 Finance Bill, as currently drafted, is adopted) should also be entitled to this specific tax credit.

If you are not entitled to the full avoir fiscal (as described above), you may generally obtain a refund
from the French tax authorities of any précompte paid by Vivendi Universal with respect to dividends
distributed to you. Under the U.S.-France tax treaty, the amount of the précompte refunded to U.S.
residents is reduced by the 15% withholding tax applied to dividends and by the partial avoir fiscal, if any.
You are entitled to a refund of any précompte that Vivendi Universal actually pays in cash, but not to any
précompte that Vivendi Universal pays by offsetting French and/or foreign tax credits. To apply for a
refund of the précompte, you should file French Treasury Form RF1 B EU-No. 5053 before the end of the
year following the year in which the dividend was paid.

Canadian Residents

The following is a general summary of the main French tax consequences that apply to you as a
holder of Vivendi Universal shares, if all the following requirements are met:

* you hold, directly or indirectly, less than 10% of the share capital of Vivendi Universal;
 you are a resident of Canada for the purposes of the Canada-France tax treaty;

 your ownership of the Vivendi Universal shares is not effectively connected with a permanent
establishment or a fixed base in France.

Withholding Tax. Under the Canadian-France tax treaty, you will be subject to withholding on
dividends at the reduced rate of 15%, provided that you:

e Complete French Treasury Form RF No. 5001 A and return it to the French tax authorities before
the date of payment of the dividend.

e If you cannot complete French Treasury Form RF No. 5001 A before the date of payment of the
dividend, you may complete a simplified certificate and send it to the French tax authorities. This
certificate must state that:

— vyou are a resident of Canada for purposes of the Canada-France tax treaty;

— your ownership of Vivendi Universal shares is not effectively connected with a permanent
establishment or a fixed base in France;

— you own all the rights attached to the full ownership of the shares, including, among other
things, the dividend rights;
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— you are subject to Canadian income tax on the payment of the dividend and the related avoir
fiscal and you are the full owner of the shares;

— you meet all the requirements of the Canada-France tax treaty for the reduced rate of
withholding tax; and

— you claim the reduced rate of withholding tax.

If you have not completed French Treasury Form No. 5001 A or the simplified certificate before the
dividend payment date, you will be subject to French withholding tax at the rate of 25%. In that case, you
may claim a refund of the excess withholding tax by completing and providing the French tax authorities
with French Treasury Form No. 5001 A before December 31 of the calendar year following the year
during which the dividend is paid. Please note that the French tax authorities have recently accepted that
such claims can be provided until December 31 of the second calendar year following the year during
which withholding tax is levied.

Avoir Fiscal. Under the Canada-France tax treaty, you may be entitled, in certain circumstances, to
a French tax credit called the avoir fiscal. The avoir fiscal is generally equal to 50% of the dividend paid
for individuals or for companies owning a stake exceeding 10% or FF 150 million (or 5% as of January 1,
2001 if certain proposed legislation is adopted), and 40% of the dividend paid for other shareholders.
Please note that the 40% rate of avoir fiscal could be reduced to 25% for dividends paid in year 2000 and
to 15% for dividends paid in 2001, should the modification of the legislation currently examined by the
French Parliament in the course of the discussion of the 2001 Finance Bill be definitively adopted as
presently drafted. In addition, if this legislation is adopted, companies owning less than a 5% stake in a
French company would only be entitled to the avoir fiscal at the reduced rate of 25% or 15%, but
companies owning more than a 5% stake in a French company would be entitled to the avoir fiscal at the
increased rate of 50%.

Being an individual or a company that owns, directly or indirectly, less than 10% of the share capital
of Vivendi Universal, you may be entitled to a payment equal to the avoir fiscal, less a 15% withholding
tax, if you are the beneficial owner of the dividends.

If you are eligible, you may claim the avoir fiscal by completing French Treasury Form No. 5001 A
and sending it to the French tax authorities before December 31 of the year following the year in which
the dividend is paid. Please note that the French tax authorities have recently accepted that such claims
can be provided until December 31 of the second calendar year following the year during which the
withholding tax is levied. The Canadian tax authorities must attest that you are subject to Canadian
income taxes on the payment of the avoir fiscal and the related dividend and you are the full owner of the
shares.

The avoir fiscal or any French withholding tax refund is generally expected to be paid within
12 months after the holder of shares files applicable French Tax Forms. However, you will not receive any
payment before January 15 following the end of the calendar year in which the dividend is paid.

Précompte. A French company must pay an equalization tax known as the précompte to the French
tax authorities if it distributes dividends out of:

« profits that have not been taxed at the ordinary corporate income tax rate;
 profits that have been earned and taxed more than five years before the distribution; or
The amount of the précompte is 50% of the net dividends before withholding tax.
In the situation where Vivendi Universal would pay the equalization tax (“précompte”), the
shareholders entitled to the avoir fiscal at the 40% rate (reduced to 25% or 15% if the 2001 Finance Bill,
as currently drafted, is adopted) would also be entitled to a specific tax credit equal 20% (increased to

50% or 70% if the 2001 Finance Bill, as currently drafted, is adopted), of the précompte paid by Vivendi
Universal. According to our information foreign shareholders entitled to the avoir fiscal at the 40% rate
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(reduced to 25% or 15% if the 2001 Finance Bill, as currently drafted, is adopted), should also be entitled
to this specific tax credit.

Shareholders that are not entitled to a payment equal to the avoir fiscal may generally obtain a refund
from the French tax authorities of any précompte paid by Vivendi Universal with respect to dividends
distributed.

As an individual or a company that owns less than 10% of the share capital of Vivendi Universal
entitled to the avoir fiscal, you should not have to claim a refund of the précompte.

If you are a resident of Quebec, the specific rules from the fiscal agreement concluded between
Quebec and France may apply to dividends distributed by Vivendi Universal.

Taxation of Capital Gains

Subject to the provisions of applicable tax treaties, capital gains realized at the time of the sale of
securities by persons who do not have their tax residence in France in accordance with article 4B of the
French Tax Code, or whose registered office is located outside of France (and which does not have a
permanent establishment or fixed base in France whose assets include the shares being sold) are not
taxable in France provided that the vendor and his family group have not directly or indirectly held more
than 25% of the rights to earnings of the company at any time during the five years preceding the sale.

U.S. Residents

If you are a resident of the U.S. for purposes of the U.S.-France tax treaty, you will not be subject to
French tax on any capital gain if you sell or exchange your Vivendi Universal shares, unless you have a
permanent establishment or fixed base in France and the Vivendi Universal shares you sold or exchanged
were part of the business property of that permanent establishment or fixed base. Special rules apply to
individuals who are residents of more than one country.

Canadian Residents

If you are a resident of Canada for purposes of the Canada-France tax treaty, you will not be subject
to French tax on any capital gain if you sell or exchange your Vivendi Universal shares, unless you (i) are
a national of France or have been a resident of France for ten years or more prior to the date of the sale
and, (ii) have been a resident of France at any time within the five-year period immediately preceding the
date of the sale.

If an individual meets these two conditions, capital gains realised on the sale or exchange of Vivendi
Universal shares will also be subject to French tax (taxation at the proportional rate of 16%). Generally,
under French tax law (art. 244 bis C of the French Tax Code) such gains are nevertheless tax-exempt
when realized by non-residents. Individuals who may qualify for this exemption should consult their tax
advisors to determine the applicability of this rule to their specific situation.

If you are a resident of Quebec, the specific rules from the fiscal agreement concluded between
Quebec and France may apply to capital gains realised on the sale or exchange of your Vivendi Universal
shares.
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French Estate and Gift Taxes
U.S. Residents

Under “The Convention Between the United States of America and the French Republic for the
Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Estates,
Inheritance and Gifts of November 24, 1978,” if you transfer your Vivendi Universal ADSs by gift or if
they are transferred by reason of your death, that transfer will be subject to French gift or inheritance tax
only if one of the following applies:

 you are domiciled in France at the time of making the gift, or at the time of your death; or
 you used the Vivendi Universal shares in conducting a business through a permanent establishment

or fixed base in France, or you held the Vivendi Universal shares for that use.

Canadian Residents

No tax treaty has been concluded between France and Canada with respect to inheritance and gift tax
(or between France and Quebec). If you transfer your Vivendi Universal shares by gift or if they are
transferred by reason of your death, that transfer will be subject to French gift or inheritance tax, even if
the beneficiary (your heir or donee) is not a resident of France.

French Wealth Tax
U.S. Residents

The French wealth tax does not generally apply to shares if the holder is a resident of the United
States for purposes of the U.S.-France tax treaty.

Canadian Residents

The French wealth tax does not generally apply to shares if the holder is a resident of Canada for
purposes of the Canada-France tax treaty.

The above is a summary only of certain French tax considerations for U.S. and Canadian resident
holders of Vivendi Universal shares. It is of a general nature only and each shareholder should consult
his or her own tax, financial and legal advisors as to the conditions under which such person may benefit
from a reduction of the French withholding tax and from a transfer of the avoir fiscal under the
provisions of any applicable tax treaty.
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CHAPTER EIGHT — THE VIVENDI PARTIES AND CANAL+
VIVENDI

Vivendi is one of Europe’s largest companies with revenue in 1999 of €41.6 billion. Its businesses are
focused primarily on two core areas: communications (1999 revenue of €8.6 billion) and environmental
management services (1999 revenue of €22.4 billion). It operates a number of leading and increasingly
integrated businesses within these core areas:

Core Areas/Segments: Key Subsidiaries/Brands:
Communications
Telecommunications Cegetel
Multimedia and Publishing Havas
Audiovisual and Pay Television CANAL+
Internet Vivendi Net
Environment
Water Vivendi Water
Waste Management Onyx
Transportation Connex
Energy Dalkia

Vivendi is a leading European provider of communications services, and is integrating its diverse array
of telecommunications, Internet and media assets to take advantage of the growing convergence of
communications access and content. Through its environmental management services businesses, it is a
leader in the development of new environmental management services that allow it to take advantage of an
unsurpassed geographic reach and multi-service expertise and experience. As part of its strategy of
focusing on these core areas, it is in the process of divesting substantial non-core real estate and
construction businesses held through its subsidiary Vivendi Valorisation and its investment in Vinci
(Vivendi uses the term “subsidiary” to refer to companies over which it has effective control, and the term
“investment” to refer to companies in which it has an economic interest but does not control). Vivendi
views its real estate and construction businesses as non-core activities that do not play an important role in
Vivendi’s corporate strategy. It also intends to divest its interest in Sithe Energies, Inc., a U.S.
independent power generation company.

The following table shows for the last three fiscal years the respective percentage contribution of
Vivendi’s businesses by geographical market to its consolidated revenue, after the elimination of inter-
segment transactions. The percentage in each case is based on the location of the subsidiary generating the
revenue.

Revenue
Communications Environment Other* Consolidated
1997 1998 1999 1997 1998 1999 1997 1998 1999 1997 1998 1999

Europe ....... ... ...l 100.0% 96.9% 90.5% 84.2% 88.0% 74.4% 94.7% 954% 94.9% 89.2% 89.2% 83.1%

France..................... 98.6% 85.9% 79.7% 62.6% 58.7% 44.4% 70.2% 70.9% 658% 67.8% 67.8% 57.1%
AMEricas. .. ... — 1.8% 71% 129% 84% 21.7% 2% — 1.0% 73% 73% 13.4%
Rest of the world . . ............ — 13% 14% 29% 3.6% 39% 51% 4.6% 4.1% 35% 3.5% 3.5%
Total (€ million) .............. 1,666 5,952 8,573 14,326 16,047 22,428 9,485 9,738 10,622 25477 31,737 41,623
* The “Other” category consists of Vivendi’s non-core construction and real estate businesses. See “— Other Businesses.”
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The table below shows for Vivendi’s most recent fiscal year the respective percentage contribution by
geographic area to its consolidated earnings before income, taxes and exceptional items (“operating
income”), after the elimination of inter-segment transactions. The percentage is based on the location of
the subsidiary generating the operating income.

1999 Operating Income

Communications Environment Other Consolidated

Europe...... .o 90.5% 71.6% N/A 76.3%

France ...... ... ... ... ... .. 85.2% 37.9% N/A 46.5%

AMETICAS . ..ot 9.5% 26.2% N/A 21.5%

Rest of the world . ............. .. ... ... ... — 2.2% N/A 2.2%
Total (€ million) ..................... 551.6 1,654.2 74.7 2,280.5

Overall Strategy

Vivendi’s overall goal is to take advantage of the strong internal and external growth opportunities
available in the areas of its core operations — communications and environmental services. It intends to
capitalize on its strengths in communications by providing high value-added content and services through a
variety of access media: Internet, PC, television, mobile telephony, and print. In environmental services, it
plans to expand each of its business segments — waste, water, energy services and transportation —
through internal growth and acquisitions of existing operations, and to coordinate the operations of those
businesses to meet what it believes to be a growing demand for customized, comprehensive packages of
environmental management services on a worldwide basis.

Historical Background

Vivendi is a société anonyme (i.e., a type of limited liability company) organized under the laws of
France. Originally named Compagnie Générale des Eaux, it was founded in 1853. It initially supplied
water to Paris and other major European cities. From early on, however, it saw the advantages of
expanding its business into other fields, entering the water treatment industry in 1884 and forming a water-
related engineering company in 1918.

Vivendi’s diversification into the telecommunications and media industries began in 1983, when it
created its subsidiary CANAL+, the first encrypted pay-television channel in Europe, with the Havas
media group. In 1987, to capitalize upon its growing expertise in operating communications networks,
Vivendi created Société Frangaise de Radiotéléphonie (“SFR”), a subsidiary that provides mobile
telephone services in France. Pursuing the same strategy, it founded its subsidiary Cegetel, now France’s
second-largest telecommunications operator, in 1996 with several partners. It currently has a 44% direct
and indirect interest in Cegetel (and appoints five of its nine directors), and a 35.2% indirect interest in
SFR (and appoints seven of its ten directors). Through a 1998 merger with Havas, Vivendi obtained a
substantial position in general publishing and multimedia and became the leading educational publisher in
Europe. Havas is now a wholly-owned subsidiary of Vivendi that conducts Vivendi’s publishing and
multimedia operations. To further expand its content business, Vivendi acquired an additional 15% interest
in CANAL+ from Richemont in September 1999, an acquisition that gave Vivendi control of CANAL+.
Vivendi now holds a 49% interest in CANAL+ and appoints six of its 13 directors. In addition, three
directors, who are also executive officers, serve at Vivendi’s discretion. In June 1999, Vivendi acquired a
24.4% stake in British Sky Broadcasting Group (“BSkyB”), the leading pay-television company in the
United Kingdom and Ireland. Vivendi has the right to appoint one of the 14 members of BSkyB’s board of
directors.

Vivendi agreed to create Vivendi Net in May 2000 as part of its ongoing effort to expand and
integrate its portfolio of communications and media assets. Vivendi Net will be a 50/50 joint venture
between Vivendi and CANAL++ and will combine most of the Internet operations of CANAL+ and
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Havas as well as Vivendi’s venture capital and start-up company incubation activities. Vivendi’s direct and
indirect interest in Vivendi Net will initially be 74.4%; its interest will increase to 100% when the merger
transactions are completed. Vivendi intends Vivendi Net to be the vehicle through which it holds its
interest in the 50/50 joint venture recently entered into with Vodafone that operates Vizzavi, a multi-
access Internet portal that provides seamless, high value-added communications and content services to
customers through a variety of communications devices.

Vivendi has consistently broadened its expertise in environmental services as well. It entered the
household waste incineration industry in 1967, and in 1980, acquired Compagnie Générale d’Entreprises
Automobiles, a company experienced in transportation and waste management services (its waste
management business now operates under the “Onyx” brand, and its transportation business is a separate
subsidiary called Connex). In 1981, it further expanded its environmental portfolio by acquiring
Compagnie Générale de Chauffe (later renamed Dalkia), one of France’s leading energy services
companies. In 1998, in order to expand its international reach, Vivendi purchased 49% interest a holding
company that owns 56.5% of Fomento de Construcciones y Contratas (“FCC”), a Spanish company
involved primarily in urban sanitation, construction and cement production. Vivendi also acquired the right
to exercise half of the holding company’s power to appoint members to FCC’s board of directors and
executive committee members. Vivendi appointed seven of FCC’s 15 current directors and half of its
executive committee members. FCC purchased Vivendi’s Spanish waste and waste management operations
in the same transaction. In 1999, in order to increase its presence in North America, apply its
environmental expertise to the market for retail water products and develop its industrial outsourcing
business, Vivendi acquired United States Filter Corporation, the leading U.S. water equipment firm.
Vivendi further expanded its North American operations through its acquisition of Superior Services, the
fourth largest solid waste treatment company in the United States.

Since 1995, Vivendi has implemented a long-term strategy of focusing on two areas of operations:
communications and environmental services. Pursuant to that strategy, Vivendi has made numerous
disposals of non-core assets, primarily in the real estate and construction sectors. In 1997, for example, it
sold €640 million of real estate assets; it sold an additional €1.2 billion worth of real estate in 1999. In July
2000, it sold Nexity, its wholly-owned real estate subsidiary, and plans to sell its remaining real estate
assets as opportunities arise. It sold 34% of its 50.9% interest in Vinci, Europe’s leading construction
company, in February 2000. It appointed four of Vinci’s 18 directors. Disposals in other sectors include its
sale of 24.6% of Electrafina, a holding company with investments in Suez Lyonnaise des Eaux, Audiofina
and a number of international oil operations, in June 1998, and a variety of Havas’ advertising, travel and
other operations. Vivendi has also announced its intention to sell its interest in Sithe, and a process
designed to lead to a sale is currently underway.

In May 1998, Vivendi shareholders approved its name change to reflect the expansion of its core
businesses in communications and environmental management services as well as the increasingly
international scope of its business. At that time Vivendi renamed its major water subsidiary Compagnie
Générale des Eaux. In 1999 Vivendi contributed or sold its direct and indirect interests in Compagnie
Générale des Eaux, Connex, Onyx, FCC, Dalkia and United States Filter Corporation to Vivendi
Environnement. These transactions, along with the consolidation of all its water businesses into Vivendi
Water, were designed to focus each of Vivendi’s environmental operations on the goal of maintaining its
position as the world’s leading provider of environmental management services. In July 2000 Vivendi
Environnement issued approximately 37% of the share capital of Vivendi Environnement in a public
offering in Europe and a private placement in the United States. It now holds a 72% interest in Vivendi
Environnement. Through Vivendi Environnement, each of the above-mentioned companies, with the
exception of FCC, was a wholly-owned, indirect subsidiary of Vivendi’s prior to the public offering and
private placement.
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DESCRIPTION OF BUSINESS

Communications

Through its wholly-owned subsidiaries Havas and Vivendi Telecom International (“VTI”), its
controlling interests in Cegetel, CANAL+ and Vivendi Net, and its investment in BSkyB, Vivendi is one
of Europe’s leading telecommunications and media companies. It provides a wide variety of communica-
tions, entertainment and educational products and services, from mobile telephone and Internet services to
film production and publishing. Its focus is primarily on developing integrated telecommunications and
multimedia services for the European market and establishing and developing leading Internet websites
and services. It believes that by aggregating its portfolio of communications and media assets, it can
capitalize upon rapidly growing demand for diverse but integrated communication and “infotainment”
content and services.

Communications Strategy

Vivendi intends to take advantage of the growing interdependence of content and access occurring in
the communications and media industries as a result of technological advances and deregulation. It intends
to attract and retain consumers who demand content that is easily accessible from a variety of
communications devices. It believes that by aggregating its unique portfolio of content and access assets it
can become one of the world’s leading communications companies. Its strategy has three primary
elements:

o Expand access

Through its interests in Cegetel, CANAL+, VTI, and its joint venture with Vodafone, Vivendi has
access to the largest aggregate customer base in the European communications industry. It intends to
expand its reach further, while minimizing its need to pay high prices for current-generation
telecommunications assets and licenses, primarily through:

— Internal growth: Vivendi’s communications businesses have experienced rapid growth in
recent years, particularly its Internet and telecommunications segments. It plans to meet ever-
growing demand for advanced communications services by aggressively implementing
technological innovations, such as advanced Web television (to be introduced by CANAL+
in 2001). Similarly, Cegetel intends to facilitate the introduction of broadband communica-
tions by making substantial investments in next-generation Digital Subscriber Line (“DSL”)
technology.

— Joint ventures, such as a partnership with Vodafone, through which Vivendi will develop,
operate and promote Vizzavi, a multi-access Internet portal that will, when fully
implemented, be the default Internet home page covering the 80 million subscriptions for
telecommunications and pay-television services provided by Vivendi, Vodafone and their
affiliates.

— Along with each other Cegetel shareholder, Vivendi has agreed to conduct telecommunica-
tions business in France only through Cegetel.

— Acquisitions in high-growth areas, including Vivendi’s recent purchases of interests in PTC, a
Polish mobile telephony company, and Magyar Telecom, a Hungarian fixed-line telephony
firm.

— Selective bids for third-generation Universal Mobile Telecommunications System (“UMTS”)
licenses, such as Vivendi’s successful bid for a UMTS license to serve the rapidly-growing
Spanish market. UMTS is a high-speed standard for mobile telephony that will allow Vivendi
to provide an extensive range of new services, including video telephony and high-speed
access to the Internet and to corporate intranets.
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o Enhance content

Vivendi’s strategy is to build European and world leadership in key content areas that can be accessed
though the Internet. Through Havas, CANAL+ and Vivendi Net, Vivendi has a wide range of
entertainment, educational, multimedia and reference content, including Europe’s second largest
library of film and television rights, rights to broadcast major sporting events and a collection of
popular websites and computer games. Vivendi intends to expand its content offerings further by
leveraging its large and loyal telecommunications customer base to obtain broadcasting rights on
favorable terms. It also intends to make selected acquisitions in key areas — for example, its recent
acquisition of Prize Central, a company that, when combined with Vivendi Net’'s WON.com, will be
the second-leading on-line game site in the world. The merger transactions will substantially increase

Vivendi’s already considerable array of content assets.

o Integrate

Vivendi is in the process of integrating and aggregating its services in two ways. First, it is leveraging
and enhancing its communications assets by using them to provide a distribution channel for its
multimedia products and services. By featuring Havas-created Wireless Application Protocol games,
for example, Vivendi believes that Vizzavi is enhancing both its own value and that of the games.
Wireless Application Protocol, or WAP, is an application environment and communication protocol
for wireless devices designed to enable independent access to the Internet and advanced telephony
services. Vivendi intends to apply the same strategy to the film, music and other content assets
acquired as part of the Seagram transaction. Vivendi’s entertainment products will also promote its
communications networks, as when CANALNUMEDIA takes advantage of the strong CANAL+

brand in building its entertainment-oriented website.

Second, Vivendi is integrating its communications assets to provide a personalized and consistent user
environment, regardless of the mode of access. Vizzavi is the cornerstone of this element of Vivendi’s
strategy: It provides web-based communications services, e-commerce and entertainment in a user-
friendly, integrated package that is accessible from mobile telephones, personal data appliances,
televisions and PCs. Vivendi introduced Vizzavi in France in June 2000. Together with Vodafone, it
plans to introduce it in the United Kingdom, Italy and Germany by the end of 2000 and in other

European countries in 2001.

Vivendi’s Communications Business Segments

Telecommunications

Through Cegetel and VTI, Vivendi provides a broad range of telecommunications services, including

mobile and fixed telephony, Internet access and data services and transmission.

Telecommunications*
1999 1998 1997
(€ million)
Revenue . ... e 4,102 2,875 1,618
Adjusted EBITDA*® o 1,372 674 331
Operating Income . .. ... o 351 23 188

* Cegetel capitalizes and amortizes over a 12-month period subscriber acquisition costs.

** Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the
operational strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors.
Adjusted EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance,
or as an alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with
generally accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may
not be strictly comparable to similarly titled measures widely used in the United States or reported by other companies.
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Cegetel

Vivendi founded Cegetel in 1996 and currently owns, directly and indirectly, 44% of its outstanding
equity. Vivendi owns 9% of the shares directly. It also owns 70% of Compagnie Transatlantique de
Radiotéléphonie Cellulaire (‘“Transtel””), which owns 50% plus one of Cegetel’s shares, giving Vivendi a
35% indirect stake. SBC International, Inc. (“SBCI”) and SBCI International-Société de Radiotéléphonie
Cellulaire, Inc. (“SBCI-SRC”) together own the remaining 30% of Transtel.

Vivendi appoints five of Cegetel’s nine directors. In addition to SBCI and SBCI-SRC, which together
hold a 15% interest in Cegetel through Transtel, Vivendi’s current partners in Cegetel are British Telecom
(“BT”), which has a 26% stake in the company, and Mannesmann, which owns 15%. Under an agreement
with Vodafone, Vivendi has an option to purchase from Mannesmann (which has been acquired by
Vodafone) an additional 7.5% indirect interest in Cegetel. Vodafone has also indicated a desire to sell
Vivendi a further 7.5% indirect interest, although no definitive agreement has been finalized and we can
provide no assurance that such an agreement will be reached. Vivendi describes below the Shareholders’
Agreement that governs its participation in Cegetel. See “— Shareholders’ Agreement.”

Cegetel divides its activities into three parts:

o Consumer and Professional Division. The Consumer and Professional Division offers three types
of service:

— Mobile Telephony through SFR. Cegetel offers mobile telephone services through its 80%
owned subsidiary SFR (the remaining 20% of which is owned by Vodafone). SFR, an
innovator in the French telecommunications market, provides the latest mobile offerings, the
most recent being WAP services. SFR customers can use their mobile handsets outside
France via roaming agreements with local operators in 90 countries. Cegetel intends to
participate in the French government’s call for tenders of four nationwide UMTS licenses that
we expect will be granted by early 2001.

— Fixed Telephony. Since February 1998, Cegetel has offered long distance and international
fixed telephone service through Cegetel 7, a company 80% owned by Cegetel and 20% by
Télécom Développement (“TD”) (a company that is, in turn, owned 49.9% by Cegetel and
50.1% by Société Nationale des Chemins de Fer Frangais (“SNCF”), the state-owned
French railway company).

— Internet. Through Cegetel (37%) and CANAL+ (18%), Vivendi holds a 55% position in
AOL CompuServe France. America Online, Inc. and Bertelsmann hold the remaining 45%.
Under the AOL CompuServe France Shareholders’ Agreement, no shareholder may provide
Internet access services for personal computers in France other than through AOL
CompuServe France; this provision, however, does not apply to the operation of Internet
websites. Vivendi has announced its decision to sell its interest in AOL CompuServe France.

* Business Division. Cegetel operates its business marketing division through Cegetel Entreprises
(owned 80% by Cegetel and 20% by TD). Cegetel Entreprises offers business customers a variety
of services, including:

— Wireless and fixed telephony, along with management tools such as call limitation services,
consumption reports and grouped bills;

— Data transmission;

— Internet access, website hosting services, development of e-commerce sites and intranet
management; and

— Local telephony access through fiber optic loops in 19 heavy-use areas.
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» Network and Information Systems Division. Cegetel’s communication networks are operated
through its Network and Information Systems Division.

— Mobile. SFR operates a dense, high-quality mobile telecommunications network based on
the “Global System for Mobile Communications” (“GSM”) — the digital standard currently
dominant in Europe. This network is capable of providing service to 97% of the French
population and carries 20 million minutes of mobile telephone traffic a day. According to an
audit performed by the French government in October 1999, the SFR network ranks first in
France in terms of overall quality. SFR intends to introduce General Packet Routing Service
(“GPRS”) technology that will increase the speed of its network by a factor of ten by 2001.

— Local. Cegetel must pay substantial interconnection fees to France Télécom in order to
provide local telephone service. To avoid these fees, Cegetel has built 19 fiber optic local
loops in dense business districts in cities such as Paris, Lille, Lyon and Marseille.
Additionally, Cegetel intends to offer access services based on Asymmetric Digital Subscriber
Line (“ADSL”) technology, which allows continuous high-speed connections through existing
telephone lines, when and if French law is amended to require France Télécom to unbundle
its local loop.

— Long distance. The backbone of Cegetel’s fixed and mobile telecommunications infrastruc-
ture is TD’s long-distance telecommunications network. TD owns, operates and maintains an
entirely digital telecommunications network throughout France, consisting of approximately
14,000 kilometers of high-capacity fiber optic cables.

Shareholders’ Agreement. The governance of Cegetel is subject to a Shareholders’ Agreement to
which Vivendi is a party, along with BT, Mannesmann, SBCI, SBCI-SRC and Transtel. Among other
things, the Shareholders’ Agreement provides that:

e Neither Vivendi, BT, Mannesmann nor SBCI (the “Cegetel Shareholders”) can conduct
telecommunications business in France or its overseas departments and territories other than
through Cegetel. This provision does not apply to the operation of Internet websites.

e Cegetel’s board of directors has nine members, five of whom are nominated by Vivendi, two by BT,
one by Mannesmann and one by SBCI. The board of directors of Transtel has six members, four of
whom are nominated by Vivendi and two by SBCI.

» Cegetel can take certain actions only if representatives of each of the Cegetel Shareholders consent.
These actions include:

— making any change in the scope of its business;

— changing any provision of its statuts (i.e., its charter or by-laws) or amending any
shareholders’ agreement between it, on the one hand, and any of the Cegetel Shareholders or
Vodafone, on the other hand; and

— except in limited cases, increasing its share capital with a waiver of preferential subscription
rights or merging or dividing Cegetel or selling Cegetel shares to the public.

 Subject to some exceptions, representatives of BT must also consent to any transaction that would
result in a shareholder other than us or Transtel obtaining a greater interest in Cegetel than that
held by BT.

o If all of BT, Mannesmann and SBCI dissent, Vivendi cannot cause Cegetel to:

— create or acquire shares in any entity in which Cegetel or companies it controls hold less than
100% of the shares and voting rights; or

— subject to some exceptions, acquire, dispose of, lease or loan a material amount of assets or
significantly reduce or cease any material business operation.
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e The Cegetel Shareholders’ Agreement contains a number of limitations on the transfer of Cegetel
Shares:

— During a “standstill” period due to expire in 2002, no Cegetel Shareholder may transfer its
interest in Cegetel except in limited circumstances.

— Vivendi may not sell its directly or indirectly held Cegetel shares during the standstill period
in an amount that would reduce Vivendi’s stake in Cegetel, together with the stake held by
Transtel, to less than a majority.

— Except in limited circumstances, any other Cegetel Shareholder seeking to dispose of Cegetel
shares must first offer such shares to Vivendi. If Vivendi chooses not to exercise its right to
purchase shares pursuant to such an offer, the other Cegetel Shareholders must be given an
opportunity to purchase the shares in question.

— Vivendi may not dispose of any Cegetel shares without first offering those shares to the other
Cegetel Shareholders.

 If a competitor of Cegetel makes an offer for Vivendi, then, subject to the limitations set forth in
the section entitled “Take-over” of the Cegetel Shareholders Agreement, the other Cegetel
Shareholders have the right to purchase, at fair market value, Vivendi’s direct and indirect interest
in Cegetel. Those rights are not triggered in the case of a reverse take-over.

Vivendi does not believe that the merger transactions or the implementation of its plans in connection
with Vivendi Universal will implicate any provision of the Cegetel shareholders’ agreement.

Vivendi’s Other Telecommunications Interests

In addition to its investment in Cegetel, Vivendi has also invested in a number of telecommunications
companies outside of France through VTI:

e Xfera. In March, 2000, Xfera, a consortium that Vivendi leads along with Sonera Corp. and ACS
Telefonia Movil, won a 20-year license to provide advanced UMTS services in the rapidly growing
Spanish mobile telephony market for an up-front payment of €132 million. The Spanish mobile
market currently has only three major competitors. Xfera plans to invest €5 billion in Spanish
UMTS operations over the next ten years.

o Elektrim Telekomunikacja. In December 1999 Vivendi entered into an agreement with Elektrim
to acquire 49% of Elektrim Télécom, a company that holds 51% of PTC, a Polish mobile telephony
operator with 1.7 million subscribers, and 100% of Polish cable television operator Bresnan with
288,000 subscribers.

e Magyar Telecom. Vivendi operates several regional companies in Hungary that have monopolies
for voice telephony on fixed networks. In 1999 Vivendi increased its ownership interest in these
companies from 40% to 100%.

e Monaco Télécom. 1In June, 1999 Vivendi acquired a 51% interest in Monaco Télécom, the
dominant telecommunications operator in the Principality of Monaco. Monaco T¢lécom has a
monopoly in Monaco on voice, data and intermediation between telephony operators until 2023.

o Kencell. In 1999 Vivendi and its Kenyan partner Sameer won the tender to operate a GSM
mobile telephone network in Kenya through Kencell. Vivendi’s stake in Kencell is 40%.

Multimedia and Publishing

Vivendi carries out its publishing and multimedia activities through its wholly-owned subsidiary
Havas. With revenue in 1999 of €3.3 billion and operating income of €355 million, Vivendi is one of the
leading editors and distributors of multimedia educational, reference and game products in the world. It is
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also the leading publisher of general interest books and free publications in France. Finally, it is one of
continental Europe’s leaders in business, professional, educational and reference publishing.

Multimedia and Publishing

1999 1998
(€ million)
Revenue ... ... 3,317 2,876
Adjusted EBITDA* . ... . 417 355
Operating Income . ........ ... i 355 252

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement
and repair of installation and equipment owned by local authorities. Vivendi considers operating income to be the
key indicator of the operational strength and performance of its business and adjusted EBITDA to be a pertinent
comparative measure for investors. Adjusted EBITDA should not be considered an alternative to operating or net
income as an indicator of Vivendi’s performance, or as an alternative to cash flows from operating activities as a
measure of liquidity, in each case determined in accordance with generally accepted accounting principles. In
addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may not be strictly comparable to
similarly titled measures widely used in the United States or reported by other companies.

After a series of disposals of non-core businesses (e.g., the Havas Voyages travel agencies and the
Avenir group outdoor advertising business), and a number of important acquisitions (including California-
based educational software and games producer Cendant Software, the Spanish textbook publisher Anaya
and the U.K.-based MediMedia and Barbour’s publishing groups), Havas’ business is now organized
around two customer-oriented segments: the Business and Professional division and the General Public
division.

Business and Professional

Havas publishes 80 trade, business and general news press titles, including books, magazines,
newspapers, newsletters and scientific journals. This activity accounted for €1.3 billion (or 48%) of Havas’
total 1999 revenue. Twenty percent of this revenue was generated outside of France. The business and
professionals division operates in the following areas:

o Medical information. Through Havas MediMedia, Vivendi is the third largest medical information
company in the world. We provide a complete line of up-to-date information and support services
for health professionals. Vivendi offers products including publications addressed to general
practitioners, scientific journals, and books and reviews for students and medical professionals.
Vivendi also offers medical reference information that is available in paper, CD-ROM and on-line
formats.

 Information technology. Through 01 Informatique, the leading French information technology
weekly, Vivendi reaches over 60% of the IT executives in France and attracts 57% of the recruiting
classifieds for the French IT market. Vivendi also publishes the leading Italian professional IT
weekly.

e Construction and public works. Vivendi provides technical, commercial, regulatory and public
procurement information to construction and public works professionals and local authorities in

France and in the United Kingdom.

o Economics/Finance/News. Vivendi publishes L’Express and L’Expansion, two of the best known
and most influential news and business magazines in France.

o Free press. Vivendi is the leading publisher of free newspapers in France.
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General Public

Havas’ General Public division produces and distributes educational and reference materials, games
and general literature in paper and electronic formats. This division generated revenue in 1999 of €1.5
billion, accounting for 48% of Havas’ total publishing and multimedia revenue.

e Havas Interactive. Vivendi’s interactive multimedia activities are conducted through Havas
Interactive, which was considerably strengthened by the 1999 acquisition of Cendant Software.
Havas Interactive produces on-line games and over 100 educational and reference CD-ROMs in
10 languages. Havas Interactive generates 80% of its revenue in the United States. Vivendi is the
leading PC game software developer in the U.S. and second in the world, with games developed
under the Sierra, Blizzard, and Davidson brands, including Caesar III, Pharaon, Gabriel, Knight 3
and Starcraft. Vivendi also operates WON.net, the world’s leading website in terms of “stickiness,”
or average time spent per visit. WON.net recently merged with Prize Central to form the world’s
second-leading on-line game website. In addition, Vivendi is the leading provider of interactive
educational products in Europe and second in the world, with brands that include Knowledge
Adventures and Coktel, and titles including Jumpstart, Mathblaster, Readingblaster, Classwork, and
Katego. Vivendi is also third worldwide in instructional products under the Artist, Masterbook and
Generation brands.

o Education and Reference

— Textbooks. Vivendi is the leading publisher of educational textbooks in continental Europe.
In France, it holds nearly 40% of the textbook market, and is a leader in textbooks for
university level arts and sciences, bringing together famous French brands such as Nathan,
Bordas and Armand Colin. Its recent acquisitions of Anaya and Aique, as well as its 50%
stake in leading Brazilian publishers Atica and Scipione, have made it the leader in high
growth Spanish- and Portuguese-speaking countries. In the fourth quarter of 2000, Havas and
Vivendi Net will launch education.com, a website intended to become a leading provider of
educational tools for students, teachers and parents. Vivendi intends to launch education.com
first in markets where Havas already owns significant educational content, i.e., France, Spain,
the United States and Germany.

— Reference Materials. Eight of ten households in France own Vivendi’s “Larousse” dictionary,
a brand synonymous with “dictionary” in French- and Spanish-speaking countries. In addition,
Vivendi publishes a wide array of specialized language dictionaries, encyclopedias and other
reference books.

 Literature. Vivendi is the leading publisher in France of literature addressed to the general public.
It publishes works by authors including Salman Rushdie, Tennessee Williams, Primo Levi,
Vladimir Nabokov, Danielle Steel, John Grisham and Ken Follett. It also publishes essays,
practical guides, young people’s literature and comic books. In addition, Vivendi has a strong
presence in French, Spanish and English language books geared to children and adolescents, both in
fiction and nonfiction. Vivendi recently secured the exclusive right to publish Star Wars-related
books in France until 2006.

* Book club and on-line sales. France Loisirs, a 50/50 joint venture between Havas and
Bertelsmann, is the leading book club in the French market, with 28 million volumes sold annually
to nearly 4 million members. BOL France, Vivendi’s on-line book selling operation (also a 50/50
joint venture with Bertelsmann), was launched in February 1999 and currently offers 400,000
French-language titles.

Services

Havas Services provides promotion, distribution, inventory management and other administrative
support services to Vivendi’s core publishing and multimedia businesses. Havas Services generated 4% of
Havas’ total revenue in 1999.
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Technology

In 1999 Vivendi founded Bookpole, a joint venture with printing company Maury Imprimeur, to
provide digital printing services. Digital printing will allow Vivendi to publish titles in response to orders
from customers rather than in large pre-sale batches. This will allow Vivendi to reduce the cost of
maintaining large inventories. Vivendi also has state of the art billing and invoicing systems and automated
platforms for stocking, handling and tracking orders that improve the effectiveness of Vivendi’s “old
economy” operations and give Vivendi a solid technological base for its e-commerce activities.

Havas Advertising

Vivendi has a 19.7% investment in Havas Advertising, the largest communications consultancy in
France and fourth worldwide, with more than 8,000 employees and 220 agencies in 65 countries. Vivendi
appointed four of Havas Advertising’s directors. Its stake will decline to 15% when Havas Advertising
completes its acquisition of Snyder Communications.

Audiovisual and Pay Television

Vivendi’s audiovisual and pay television segment consists primarily of its controlling interest in
CANAL++, Europe’s leading pay-television company. It also has a substantial investment in BSkyB, the
leading pay-television company in the United Kingdom and Ireland.

Audiovisual and Pay Television*

1999 1998 1997
(€ million)
Revenue. .. ... ... 1,152 201 47
Adjusted EBITDA** . . .. ... .. 86 13 (7)
Operating Income ........ .. .. i (103) (5) (11)

* Does not include Vivendi’s stake in BSkyB.

** Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the
operational strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors.
Adjusted EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance,
or as an alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with
generally accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may
not be strictly comparable to similarly titled measures widely used in the United States or reported by other companies.

CANALA+

CANAL+ is Europe’s leading pay-television company, with over 13.9 million subscriptions. Vivendi
co-founded CANAL+ in 1983 and now owns 49% of its equity. French audiovisual law prohibits Vivendi
from increasing its ownership in CANAL+ to more than 49%. According to CANAL+’s most recent
annual report, no other shareholder holds more than 5%. Vivendi holds six seats on the Board of Directors
of CANAL+. Other seats are held by representatives of CANAL+’s management (three seats) and
independent members (four seats). CANAL++’s operations are described under “— CANAL+ —
Activities of CANAL+.”

BSkyB

Vivendi currently owns 24.4% of BSkyB and has the right to appoint one of its 14 directors. BSkyB
operates the leading pay-television broadcasting service in the United Kingdom and Ireland. Its principal
activities are the operation and distribution of more than a dozen wholly-owned television channels, the
marketing of programming to direct-to-home satellite subscribers, and the operation of a digital broadcast
business. BSkyB launched its satellite digital broadcast service in mid-1998, making expanded
programming choices and interactivity (such as home shopping, banking services, on-line education, game-
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playing, and Internet services) available for the first time throughout the United Kingdom. BSkyB
established a free Internet service in the United Kingdom and Ireland in 1999. In connection with the
approval of the merger transactions by the European Commission, we have agreed that, following the
merger transactions, Vivendi Universal will sell the interest in BSkyB currently held by Vivendi.

Recent Developments

e Lagardere Alliance. 1In July 2000, pursuant to an alliance between CANAL+ and Lagardere, a
French media company, Lagardere acquired a 34% stake in CANALSATELLITE and a 27.4%
stake in MultiThématiques. CANAL+ reduced its stake in MultiThématiques to 27.4% (Vivendi
reduced its indirect interest to 9%). CANAL+ and Lagardere also set up three joint ventures. The
first, 51% owned by Lagardére and 49% by CANAL+, will own and operate existing theme
channels and is intended to create others. The second, 51% owned by Lagardere and 49% by
CANALSATELLITE, will oversee interactive services for new channels jointly created by
CANALSATELLITE and Lagardere. The third, a 50/50 venture between Lagardere and
MultiThématiques, will create and distribute new theme-based channels based on Lagardere’s
international brands such as Elle.

e Eurosport Acquisition. In May 2000, CANAL++ and TF1 announced that they had acquired
interests in Eurosport International and Eurosport France from ESPN.

o Exchangeable Notes. In July 2000, Vivendi issued a series of exchangeable notes with an
aggregate principal amount of €1.44 billion. Each note has a nominal value of €24.22 and is
exchangeable for one share of BSkyB stock. Vivendi may elect to give noteholders who exercise
their exchange rights the cash equivalent of the then-prevailing market price of the BSkyB stock
rather than the stock itself. The notes bear interest at 1% per annum and are scheduled to mature
in July 2003.

Internet

Pursuing its strategy of becoming a leading provider of web-based content and services in Europe,
Vivendi has agreed to create Vivendi Net together with CANAL+. In addition to most of its Internet-
related activities and those of CANAL+, Vivendi Net will hold the 50% stake Vivendi and CANAL+
collectively hold in the Vizzavi joint venture with Vodafone. Vivendi Net will also hold Vivendi’s venture
capital funds, Viventures I and Viventures II, and @Viso, Vivendi’s start-up company “incubator.”
Directly and through its interest in CANAL+, Vivendi will initially own 74.4% of Vivendi Net. Following
the completion of the Seagram transactions, Vivendi will own 100% of Vivendi Net.

Vivendi Net

Vivendi Net’s operations are to be organized into the following divisions, all of which will share
support functions such as finance, recruiting, e-commerce platforms, public relations, knowledge
management, corporate affairs, business development, mergers and acquisitions and in-house legal services.

o Expansion of Vizzavi. On May 16, 2000 Vivendi signed an agreement with Vodafone pursuant to
which Vivendi will create a 50/50 joint venture to operate and promote Vizzavi, a multi-access
Internet portal. Vizzavi will from its inception be the default Internet access portal for up to 80
million subscribers of telecommunications and pay television operations in which either Vivendi or
Vodafone has a stake (the “local operating companies’). Vizzavi will provide users of televisions,
personal computers, mobile telephones and personal data appliances a single, seamless environment
for web-based personal communication services, e-commerce and entertainment. It is also a channel
for Internet distribution of Vivendi’s content assets. Vivendi expects that Vizzavi will create new
cross-marketing opportunities by collecting customer data through a personalized interface that each
subscriber will create. Under the agreement with Vodafone, Vivendi will cause all providers of
Internet content that it owns or controls to first offer that content on arm’s length terms to Vizzavi.
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Pursuant to the Vodafone Joint Venture Agreement, the gross margin generated by Vizzavi through
advertising, e-commerce transaction commissions and subscription services will be split on a 50/50
basis between Vizzavi and the local operating companies. This arrangement will be reviewed after
two years, when it may be adjusted to ensure that it remains fair to all parties. The clearance of the
Vodafone Joint Venture Agreement by the European Commission’s anti-trust authorities occurred
on July 20, 2000. Pending the outcome of the arbitration proceedings brought by BT, Vizzavi was
launched in France in June 2000 exclusively as a Vivendi venture. It intends to expand into
Germany, Italy and the United Kingdom by the end of 2000, and to create additional subsidiaries
in those countries. Twenty percent of the equity in these subsidiaries may be offered, in proportion
to the number of subscribers, to some of the local operating companies (i.e., Vodafone UK, SFR,
Mannesmann Mobilfunk, Omnitel, CANAL+ and Telepiu), subject to those operators entering into
commercial agreements with Vizzavi. Vizzavi intends to extend its operations during 2001 to cover
Portugal, Spain, Sweden, Greece and the Netherlands. Vodafone has agreed not to acquire any
stake in Vivendi until 2004 unless a third party makes a bid for a controlling interest, any person or
entity crosses the 15% ownership threshold in Vivendi’s shares or, subject to some exceptions,
Vivendi acquires or bid for fixed or mobile telephony operations or licenses in Germany, Italy or the
United Kingdom.

Planned Integration of i(france). On May 4, 2000 Vivendi acquired i(france), a multiservice
portal that serves six European countries. i(france) provides a number of Internet-related services,
including e-mail, personal web page and WAP site hosting and intelligent diaries. Vivendi intends
to integrate i(france), particularly its website creation and hosting technology, into Vizzavi.
i(france) has had more than 2.2 million unique visitors; 4.2 million of its pages were viewed in
April 2000.

Development of Existing and Future Thematic Portals. Vivendi intends to create leading Internet
media brands for services based on thematic categories by leveraging its existing content-related
assets, brands and know-how. Each branded category of web-based content and services is being
developed as a stand-alone business unit with the flexibility to pursue growth through joint ventures,
mergers or public listings. The pan-European scope of such thematic portals is being enhanced by
Vizzavi, which features those portals on a preferred, but not exclusive, basis. One group of portals,
e-verticals, focuses on healthcare, information technology, financial information, recruitment and
local services. Another, e-dutainment, concentrates on movies, sports, games and education.

— e-verticals consists of the following existing business units, each of which will be held 50% by
Vivendi Net and 50% by Havas:

— Healthcare. (@medica is a leading French healthcare website launched in Novem-
ber 1999 with 50,000 users per month. It offers scientific content and services to
professionals, supported by Havas’ assets in medical press and book publishing. A version
aimed at the general public is to be launched in September 2000.

— Information technology. 01 Net is a French information technology-related portal
launched by Havas in April 2000. It offers a wide range of content and services such as
newsletters, downloadable software, product and website directories, information technol-
ogy-related help services and IT-related recruitment services to professionals and the
general public. Three-and-a-half million of its pages were viewed in April 2000.

— Financial information. lavf.com. is a free personal finance portal launched in
April 2000. It provides users access to financial markets with real time stock quotes and
offers a wide range of finance-related content and services such as historical performance
charts, newsletters, finance-related help services and telephone and e-mail alert services.
Through a partnership with Vega Finance, it offers access to on-line brokerage services
as well.

223



— Directory and transactional services. Vivendi has recently established a 50/50 joint
venture with Scoot to introduce Scoot’s innovative combination of business directory and
e-commerce services to continental Europe under the “Scoot” brand. Vivendi has not yet
determined whether it will transfer its interest in the venture to Vivendi Net.

— e-dutainment consists of the following activities currently conducted by CANAL+ or Havas:

— Entertainment. CANALNUMEDIA operates Canal.plus.fr, a leisure portal with one
million unique users and 1.4 million pages viewed in April, 2000. CANALNUMEDIA’s
long-term goal is to establish itself as Europe’s leading entertainment portal by building
on the strong CANAL+ brand as well as on the relationship that CANAL+ has
developed with its customers. CANALNUMEDIA will concentrate on fields in which
CANAL+ is well known: sports, movies and music.

— On-line games. Vivendi holds a 50% stake in the company that owns 83% of
Flipside.com. Flipside.com will combine Vivendi’s WON.net site with the recently
acquired Prize Central to become the second leading on-line game site in the world.
Flipside will offer a range of on-line entertainment channels, including over 50 games
targeting a broad spectrum of users to over 1 million unique visitors per month.

— Planned education site. Vivendi Net, together with Havas, plans to launch educa-
tion.com, an educational website, in the fourth quarter of 2000. Vivendi intends this site
to become one of the first comprehensive on-line education service providers in Europe.

» Planned Transfer of Venture capital and incubation activities: Vivendi Net will hold (within its e-
Vestor business unit) Vivendi’s 22% investment in Softbank Capital Partners LP, a venture capital
fund with total commitments of U.S.$240 million that invests in young Internet companies. Vivendi
Net will also hold Vivendi’s 29% investment in Viventures, a €118 million venture capital fund now
substantially invested in early stage communications and Internet companies in Europe and the
United States, as well as Vivendi’s soon to be established Viventures II fund. Vivendi intends to
pursue its incubator activities through Vivendi Net by contributing to it Vivendi’s 50% stake in
(@Viso, a 50/50 joint venture with Softbank. With total initial committed capital of U.S.$100
million, @Viso is primarily dedicated to facilitating the rapid introduction of Internet companies
with business models successful in the United States to continental Europe. It does so by providing
equity capital and local market-specific services, including marketing, administration and technical
and customization services to companies such as E-Loan Europe, Buy.com Europe, MessageMedia
Europe, Interliant Europe and Vstream Europe.

e Other

— E-Carrieres. E-Carrieres is a leading French job recruiting website, offering free on-line
recruiting ads, information and services for job seekers and recruiting agencies and companies.

— Bonjour.fr. Bonjour.fr is a major French advertising website, with revenue of €420,000 in
1999 and eight million viewed pages in April, 2000. Bonjour.fr has created a number of local
portals dedicated to areas including Paris, Lyon, Lille, Montpellier and Rennes.

Competition — Communications

Telecommunications

The consumer telecommunications industry in France is currently very competitive and may become
more so as a result of the French government’s recent decision to award telecommunications licenses to
approximately 100 operators (including approximately 12 that may compete significantly with Vivendi).
Vivendi competes in this industry primarily through SFR, an 80% owned subsidiary of Cegetel. As of
December 31, 1999, SFR had 7.3 million mobile customers, giving it a 35.8% share of the French mobile
market measured by volume. SFR’s major competitors include France Télécom, which had a market share
of 49.7% in 1999, and Bouygues Télécom, which had a 15.5% share. Cegetel 7 had 1.4 million customer
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lines at the end of 1999, which Vivendi estimates to represent approximately 5.1% of the French long-
distance and international telephony market. Cegetel’s primary competitor in the long distance and
international telephony market is France Télécom, which enjoys significant advantages as a result of its
historical position as the dominant provider of telecommunications services in France, including a near
monopoly on local traffic. To overcome this situation and be in a position to offer broadband access and
related services, Cegetel has developed a strategy of installing fiber optic and radio local loops to avoid,
wherever practicable, France Télécom’s control over individual consumers’ connections to the fixed
telephone network.

The French business telecommunications sector is highly competitive as well. Vivendi estimates that
Cegetel has an overall market share of 14.9%, second to France Télécom.

AOL Compuserve France had approximately 450,000 customers at the end of 1999, representing 17%
of the French market. Its main competitors are Wanadoo, a subsidiary of France Télécom, Club Internet,
a subsidiary of Deutsche Telekom, and Infonie. Competition has intensified with the introduction of free
Internet access in the fall of 1999 by Freeserve and Libertysurf.

Multimedia and Publishing

Vivendi faces a number of strong competitors across the range of its publishing and interactive
multimedia activities in France, in Europe as a whole and worldwide. Bertelsmann is Vivendi’s biggest
single competitor, as it is, like Vivendi, present in a wide variety of publishing and multimedia markets
around the world. Vivendi’s business and professional division also faces strong competition from Reed
Elsevier and Wolters Kluwer. With regard to its scientific and trade activities in particular, Vivendi’s
primary competitors are The Thomson Corporation and Harcourt Brace. In the educational, reference,
general literature and multimedia sectors, we compete principally with Hachette, Pearson and Harcourt
Brace.

Audiovisual and Pay Television

The European pay-television sector is relatively new, and penetration rates continue to rise
significantly. The potential for growth has attracted significant competitors to the French market, including
Télévision Par Satellite (which is owned by TF1, M6, France 2, France 3, France T¢lécom and Suez
Lyonnaise des Eaux). In Spain, CANAL++ competes with Telefonica’s subsidiary Via Digital. Competitors
in Italy include News Corporation through its investment in Stream. In addition, the introduction of digital
distribution methods, including cable and satellite, has enabled new entrants to the European pay television
market to compete vigorously. Generally, competition is country-by-country due to national differences in
viewer preferences.

Other than Belgium, operations outside of France are not yet profitable but we believe represent
strong growth potential for CANAL+. CANAL+ has a leading market position in all the countries in
which it operates.

Internet

The market for web-based services is rapidly evolving and highly competitive. Due to the greater
maturity of the North American market, increasing numbers of U.S. market participants such as Yahoo!
and AOL have turned their attention to the European market. Vivendi believes the principal competitive
factors in the European market are customer base, brand recognition, performance, ease of use, value-
added services, functionality and features and customer service. Additional competitors include France
Télécom’s Wanadoo and other Internet software, content, service and technology companies, telecommuni-
cations companies, cable companies and equipment/technology suppliers.
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Research and Development — Communications

Vivendi intends to become one of the principal participants in the European communications industry,
and therefore has a research and development policy designed to keep it in the forefront of applying the
latest technological innovations in the field, particularly with respect to mobile telephony, the Internet and
multimedia services.

The introduction of mobile telephony and the Internet have dramatically shortened product life cycles
in the telecommunications industry. Vivendi expects that it will have to make substantial future
investments in its telecommunications activity, especially for wireless networks, due to customer growth,
increased usage and the need to offer new services and greater functionality. Its operations and ventures
depend in part upon the successful deployment of continuously evolving telecommunications technologies.
It uses technologies from a number of vendors and makes significant capital expenditures in connection
with the deployment of such technologies.

Cegetel invested €32 million in research and development in 1999, €25.4 million in 1998 and €23.8
million in 1997.

The focus of Cegetel’s development efforts is currently on:
« integration of broadband voice, data and video in connection with new multi-media services;
« architecture of current and future telecommunications systems such as UMTS;

 convergence of communications technologies (Internet, mobile, fixed telephony, broadband
transmission, information systems) that will pave the way for multimedia content and mediation
tools such as e-commerce.

Vivendi’s development efforts in multimedia and publishing are primarily directed towards the
development of new CD-ROM products and on-line services and upgrading existing products. Due to the
increasing technological complexity of computer games, Vivendi’s research and development expenditures
in this area may increase in the near future. Vivendi invested €37 million in research and development
through Havas in 1999 and €4 million in 1998, primarily in connection with the development of Internet
services.

In Vivendi’s audiovisual and pay television segment, CANAL+ has an in-house technological
research center that develops digital access control devices such as MediaGuard and interactive systems
such as MediaHighway. In February 1999, CANAL+ developed with MediaOne the first interactive
television system in the United States based on open technology. CANAL+ invested €12 million in its
research and development activities in 1999.

Vivendi’s areas of Internet-related research currently include:

» mobile Internet services that allow users to surf the Web, read e-mail messages, send faxes, make
purchases and access service packages from a mobile phone;

« unified messaging facilities that offer a single point of access to information stored in various servers
and networks (e.g., voice, fax and e-mail);

* auto-based communications that make multimedia technology accessible from cars, enhancing
driver safety and improving the quality of road travel.

Regulation — Communications

Telecommunications

The French telecommunications market was largely deregulated in July 1996 under the Loi de
Réglementation des Télécommunications (the “LRT”) and its supplemental legislation (known as décrets
d’application). The LRT is a “transposition” of European Community directives regarding deregulation
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into French law. Among other things, the LRT allows telecommunications operators to set prices freely. It
does not, however, currently provide companies like Vivendi’s equal access to local telephone loops.

The Agence de Réglementation des Télécommunications (the “ART”) is the regulatory authority
with jurisdiction over the telecommunications industry in France. It is responsible, among other things, for
issuing recommendations to the government regarding interconnection conditions and applications for
telecommunications licenses, settling conflicts in the interconnection domain and allocating frequency
bandwidth and telephone numbers.

Through SFR, TD and Cegetel Entreprises, Cegetel has licenses to provide mobile, long-distance and
local telephone services. Each license carries certain obligations. The terms of its long-distance license, for
example, require TD to make investments in network infrastructure. Similarly, SFR’s license obligates it to
provide nationwide coverage. Vivendi believes Cegetel has satisfied its requirements to date. Cegetel
intends to apply for an additional UMTS license in 2000.

Audiovisual and Pay Television

The communications industry in Europe is regulated by various national statutes, regulations and
orders, often administered by national agencies such as the Conseil Supérieur de I’Audiovisuel (the
“CSA”) in France. These agencies usually grant renewable broadcast licenses for specific terms. In
France, CANAL+ holds a pay-television broadcast license for over-the-air, satellite and cable broadcasts.
The CSA recently renewed this license for a five-year period starting in January 2001. CANAL+ operates
its activities in Spain, Italy, Belgium, Poland, and Scandinavia in accordance with the domestic regulations
of those countries.

Because CANAL+ holds a French broadcast license, it is subject to French laws which mandate that
(i) no more than 49% of its equity may be held by any one person and (ii) 60% of the films it broadcasts
in France must be European in origin and 40% must have been filmed in French. CANAL+ invests 20%
of total prior-year revenue in the acquisition of film broadcasting rights, including 9% of prior-year revenue
for French language films and 3% for other European films. Regulations in Belgium, Spain and Poland
also require specified levels of European and national content.

Multimedia and Publishing, Audiovisual and Pay Television and Internet

The European Community has adopted a variety of Directives that address intellectual property,
advertisement, e-commerce, mail order and telemarketing. Vivendi does not believe that the transposition
of any of these Directives into French law has had a negative impact on its business. Except for issues
related to the method by which various governments will award UMTS telecommunication licenses (see
“— Description of Business — Business as a Whole”) and the possible amendment of French
telecommunications law to require the unbundling of France Télécom’s local loop, Vivendi is not aware of
any other material legislative or regulatory development that is likely to have a material effect on its
businesses.

Environment

Through Vivendi Environnement, Vivendi offers a wide variety of environmental services, including
water treatment and systems operation, waste management, energy and transportation services, to public
authorities and industrial, commercial and residential customers around the world. Vivendi Environnement
is the leading global provider of these services, defined collectively as environmental management services.
It increasingly provides these services in innovative, integrated packages customized to meet the needs of
particular customers. It employs approximately 180,000 people in over 100 countries. It generated revenue
of €22.4 billion and an operating income of €1.7 billion in 1999.
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Environmental Strategy

Vivendi Environnement’s strategy is to use its broad range of services and extensive experience to
capitalize on increased demand for reliable, integrated and global environmental management services. The
major elements of this strategy are to:

 Leverage its expertise, leading market positions and strong financial position to deliver strong
internal growth

Providing environmental services has been the core business of Vivendi Environnement for nearly
150 years. It has demonstrated technological, financial and management expertise and routinely
enjoys success in bidding for contracts with industrial companies and public authorities. It has vast
experience in the management of long-term relationships with public authorities. It also has a track
record of using its technological and management expertise to deliver high quality service while
reducing costs. It intends to use its broad range of expertise and experience to take advantage of
the increasing demand for privatized and out-sourced environmental management services.

» Develop unique, integrated, multi-service offerings

Vivendi Environnement intends to integrate its environmental operations to meet increasing demand
for comprehensive environmental management services. Vivendi expects that industrial companies
will increasingly seek a single “one-stop” environmental management services provider that
coordinates the performance of many of their non-core activities.

» Achieve and maintain “best-in-class” performance in each environmental management business
through investments in technology and personnel

The projects Vivendi Environnement undertakes require extensive technical know-how and excellent
management capabilities. Vivendi Environnement invests heavily in both technology and personnel
to ensure that it delivers the highest quality environmental services possible. Its goal is to achieve
and maintain “best-in-class” service across its business segments.

o Seize opportunities arising from its worldwide reach

Because Vivendi Environnement’s operations span the globe, it can offer multinational industrial
customers uniform service quality and centralized environmental services management. It is one of
the only environmental services companies with the ability to offer services on a worldwide basis.

Vivendi Environnement’s world-wide presence also allows it to seize quickly opportunities to enter
fast-growing markets for environmental management services in countries outside of Western
Europe and North America. The extensive experience it has acquired in dealing with a wide variety
of legal and political environments facilitates its entry into those countries.

e Focus on high value-added environmental services

Vivendi Environnement intends to focus on providing high value-added environmental services and
to limit its exposure to low-margin commodity supply businesses, in particular by divesting its
power generation assets. This focus will also enable Vivendi Environnement better to take
advantage of its core strength: its ability to provide creative, customized, integrated environmental
services to clients with large, geographically diverse and complex operations.

e Make opportunistic acquisitions to expand Vivendi’s service offerings and geographic reach

Vivendi Environnement intends to acquire environment-related companies when the opportunity to

do so on favorable terms arises. The purpose of these acquisitions will be to expand the portfolio of
services it can offer clients and to extend its geographic reach. Vivendi Environnement believes that
successful acquisitions in key areas will significantly enhance its ability to provide high value-added
services in growing markets.
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At the end of July 2000, Vivendi Environnement sold shares it issued in an initial public offering in
France and in an international private placement. Vivendi Environnement intends to use the proceeds of
the public offering and private placement to repay a portion of the debt it owes to Vivendi. Following the
public offering and private placement, Vivendi’s ownership in Vivendi Environnement was diluted to
approximately 63%. Vivendi’s interest in Vivendi Environnement is now approximately 72%.

Environmental Business Segments
Water

Vivendi Environnement, through its subsidiary Vivendi Water, is the leading water and waste water
treatment and system operator in the world. Vivendi Water’s two main subsidiaries are Compagnie
Générale des Eaux, the leading water and waste water services company in France, and United States
Filter Corporation, North America’s leading water company.

Water
1999 1998 1997
(€ million)
Revenue .. ... 10,684 6,722 6,578
Adjusted EBIT DA™ ... . . 1,320 830 787
Operating Income . .. ... 793 405 383

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may not be
strictly comparable to similarly titled measures widely used in the United States or reported by other companies.

Including its 1999 acquisitions on a full-year basis, Vivendi Environnement generated 70% of its water
revenue in 1999 from contracts with public authorities, 23% from industrial customers and 6% from the
individual consumer sector. It provides the following services and products:

e Municipal and Industrial Outsourcing

The focus of Vivendi’s water business is on the management and operation of water and waste
water treatment and distribution systems for public authorities and private companies. It provides
integrated services that cover the entire water cycle, from collection and treatment to storage and
distribution. Its activities include the design, construction, operation and maintenance of large-scale,
customized potable water plants, waste water treatment and re-use plants, desalination facilities,
potable water distribution networks and waste water collection pipelines, as well as the provision of
water purification-related services to end users.

o Water Treatment Systems and Equipment

Through United States Filter Corporation and Omnium de Traitements et de Valorisation
(“OTV?”), Vivendi Water is the world’s leading designer and manufacturer of water equipment and
water systems for public authorities and private companies. It treats ground water, surface water
and waste water using a wide range of separation processes and technologies and engineers
customized systems to reduce or eliminate water impurities. Its recycle/reuse systems provide
industrial customers with the ability to circulate treated water back into plant processes, thereby
reducing water usage, operating costs and environmental damage.

Vivendi Water also designs, engineers, manufactures, installs, operates and manages standardized
and semi-standardized water equipment and systems designed to treat water for particular industrial
uses. For example, many manufacturing processes — particularly those used in the food and
beverage, pharmaceutical, microelectronics, paper, chemical processing and oil/petrochemical
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industries — require treated water to improve product quality and reduce equipment degradation.
Vivendi Water uses a broad range of physical, biological and chemical treatment technologies that
can be combined and configured to treat water to a customer’s individual specifications.

e Bottled Water and Household Filtration Products

Through United States Filter Corporation, Vivendi Water provides consumers in North America
and Europe bottled water under the “Culligan” brand. It offers the same consumers a variety of
point-of-entry and point-of-use water treatment products such as water softening, conditioning and
filtration equipment. It generated two-thirds of its 1999 consumer water revenue in North America,
the remainder coming primarily from Europe.

Vivendi Water provides water services and products to three types of customers: public authorities,
private firms and consumers. Local authorities, primarily in Europe, accounted for 70% of its 1999 water
revenue (€7.7 billion). It operates water and/or waste water facilities for municipalities such as Paris,
London, Berlin, Lyon, Marseille, Sydney, Vancouver, New Orleans and Tianjin, China. It recently signed a
contract to design, build and operate a waste water treatment installation in Chengdu, China. Its industrial
clients include Hyundai and Aerospatiale. Most are located in North America (where it generated 88% of
its 1999 industrial client water revenue). About two-thirds of its consumer customers are in North
America; the remainder are in Europe. It sells bottled water through a residential and commercial
distribution network. It purifies drinking water at over 140 company-owned, franchised or licensed bottling
locations and sells that water through over 720 independent and company-owned dealerships in the United
States.

Recent Developments

On July 19, 2000, Vivendi Environnement announced that it had agreed to sell the Kinetics Group, a
subsidiary of United States Filter Corporation, to a group of investors. The Kinetics Group contributed
about 2.5% of Vivendi Environnement’s 1999 consolidated revenue. Vivendi Environnement will use the
proceeds of the sale to reduce its indebtedness by approximately U.S.$500 million. Completion of the
transaction is subject to the buyer obtaining debt financing and to customary regulatory requirements.

Waste Management

Through its wholly-owned subsidiary Compagnie Générale d’Entreprises Automobiles, which operates
under the “Onyx” brand, and its participation in FCC, Vivendi Environnement is a global waste
management leader — the largest in Europe and the third largest in the world. Vivendi Environnement
provides waste management services to 50 million people in 35 countries on five continents. It has waste
management contracts with approximately 4,000 municipalities and 250,000 industrial clients worldwide.
Its principal markets are Europe and North America. It also provides waste management services in the
Asia/Pacific region and in Latin America. It intends to conduct its waste operations in Latin America
through Proactiva Medio Ambiente (“Proactiva’), a joint venture with FCC.

Waste Management

1999 1998 1997

(€ million)
Revenue . ... .. .. 3,521 2,837 2,215
Adjusted EBITDA* ... . 619 495 355
Operating InCome . .. ... e 278 226 158

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may not be
strictly comparable to similarly titled measures widely used in the United States or reported by other companies.
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Services

Vivendi’s core business consists of the collection, processing and disposal of municipal, commercial
and industrial waste. Its waste activities fall into two broad categories: waste collection and related services
and waste disposal and treatment.

o Waste Collection and Related Services

Collection. Vivendi Environnement collects approximately 13.4 million metric tons of waste
annually from residences and communal depositories and approximately 9.5 million metric tons
annually from industrial sites. It transports this waste to transfer stations, recycling and treatment
centers or directly to disposal sites.

Transfer Stations. Solid waste consolidated at transfer stations is usually compacted for
transport to disposal sites.

Recycling. Recycling generally involves the collection of paper, cardboard, glass, plastic, wooden
and metal waste that customers either separate into different containers or commingle with other
recyclable materials. Vivendi Environnement sorts and recycles approximately 3 million metric
tons of solid waste each year at its 111 treatment units. It sells recyclable material to
intermediaries or directly to industrial clients. With 70 sorting and recycling units throughout
Europe handling approximately 1.8 million metric tons of waste paper per year, it is a European
leader in recycling waste paper and cardboard. It also recycles some 200,000 metric tons of waste
paper in the U.S. annually.

Commercial and Industrial Cleaning. Vivendi Environnement conducts its commercial and
industrial cleaning operations primarily under the brand “Rénosol.” It cleans, among other things,
offices, train stations, subways, airports, museums and supermarkets. It also cleans industrial sites,
primarily auto manufacturing and food processing plants, offering specialized services such as
high-pressured cleaning, clean-room cleaning and tank cleaning.

Liquid Waste Management. Vivendi Environnement’s liquid waste management operation
focuses principally on pumping and transporting liquid effluent associated with water treatment
sewage networks and oil residues to treatment centers. Liquid waste is usually treated at
treatment centers owned by third parties; in France, however, it treats about one-third of the
waste it collects on its premises.

Street Cleaning. Vivendi Environnement provides mechanized street cleaning services for public
authorities, including authorities in London, Paris, Madrid and Buenos Aires.

» Waste Disposal and Treatment

Non-Hazardous Solid Waste. Vivendi Environnement disposes of approximately 30 million
metric tons of non-hazardous solid waste a year by depositing it in landfills, by incinerating it at
incineration plants or through composting.

Landfill disposal. Vivendi Environnement disposes of approximately 20 million metric tons
of non-hazardous solid waste a year in 133 different landfills (100 of which we own). It
estimates that it can continue to fill its landfills at its current pace for approximately

15 years. It has developed expertise in waste treatment methods that minimize emission of
liquid or gaseous pollutants, allowing it to manage landfills under strict environmental
regulations. It primarily relies on landfill disposal for industrial solid waste. For municipal
waste, it uses landfill disposal, incineration and composting.

Incineration. Vivendi Environnement uses the 75 incineration plants it operates to
incinerate approximately 9 million metric tons of waste per year, the majority of which is
municipal waste. At some incineration plants, it uses the heat created by incinerating waste
to generate energy. It sells this energy principally to district thermal networks or electricity
providers such as Electricité de France (“EDF”). It uses incineration as its primary method
of waste disposal in densely populated areas where landfill space is scarce.
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Composting. Vivendi Environnement composts approximately 1.1 million metric tons of
waste a year at its 65 composting production units. It then sells a portion of the composted
waste for use as fertilizer.

Hazardous Waste. Vivendi Environnement treats approximately 1.8 million metric tons of
hazardous waste a year. Eighty percent of its business in this category comes from the chemical,
petro-chemical and metallurgy industries, primarily in the United States, France and the United
Kingdom. Vivendi Environnement collects hazardous waste from customers and transports it,
usually in specially constructed containers, tankers or semi-trailers, and treats it at one of 29
treatment facilities. Vivendi Environnement’s principal methods for treating hazardous waste are:

— incineration for organic liquid waste, solvents, salted water and sludge;

— stabilization of residues followed by disposal in specially-designed landfills; and
— physical-chemical treatment for inorganic liquid waste.

In Europe, Vivendi Environnement’s municipal waste management operations generate approximately
41% of its total waste management revenue. In North America, municipal waste management represents
about 35% of its total waste management revenue. Contracts with industrial customers accounted for
approximately 60% of its 1999 waste revenue, 65% in North America and 59% in Europe.

Recent Developments

Vivendi Environnement has agreed to merge its wholly-owned subsidiary Norskgsenvinning, the
leading waste management company in Norway, with a company that owns 100% of Marius Pedersen, the
leading Danish waste management firm. Vivendi Environnement will own 65% of the surviving entity,
which will be the market leader in Central Europe as well as Scandinavia.

Energy

Through its wholly-owned subsidiary Dalkia, Vivendi Environnement is a leading energy management
services provider in the rapidly growing European market. Dalkia provides energy management services in
26 countries. It also offers a wide range of industrial utilities and facilities management services. Demand
for outsourced industrial utilities and facilities management, almost non-existent ten years ago, has grown
significantly. Dalkia earned revenue of more than €600 million in these sectors in 1999. Its primary
markets are France, the United Kingdom and Central and Eastern Europe. In addition, we own a 61.4%
interest in Sithe Energies, a company primarily engaged in the development, construction, ownership and
operation of non-utility electric generating facilities in the United States. On August 14, 2000, Vivendi
announced a transaction with a subsidiary of PECO Energy Company pursuant to which Vivendi will
reduce its stake in Sithe to approximately 30%.

Energy*
1999 1998 1997
(€ million)
Revenue . ... .. .. 2,845 2,706 3,103
Adjusted EBIT D A*® L 388 341 265
Operating InCome . .. ... i e e e 170 136 92

* Does not include results of Sithe.

** Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the
operational strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors.
Adjusted EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance,
or as an alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with
generally accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may
not be strictly comparable to similarly titled measures widely used in the United States or reported by other companies.
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Dalkia provides the following services:

e Energy management. Energy management consists of operating heating and cooling systems to
provide comfortable living and working environments and redesigning and operating existing energy
systems to maximize their efficiency.

Dalkia manages some 55,000 heating systems in France and 10,000 elsewhere in Europe. It
provides integrated energy services, including in most cases system construction and improvement,
energy supply, system management and maintenance, to about 40,000 governmental, industrial,
commercial and residential customers.

Dalkia is also Europe’s leading operator of large “district” heating and cooling systems. In district
systems, thermal energy is generally produced at a central location and distributed through pipes to
dispersed locations. Dalkia does not ordinarily own the systems it operates. In most cases, public
authorities own the systems but delegate to Dalkia the responsibility of building, managing,
maintaining and repairing them. The systems Dalkia operates heat and cool a wide variety of public
and private facilities, including schools, hospitals, office buildings and residences.

Dalkia currently manages more than 250 district heating and cooling systems in Europe, mainly in
France, the United Kingdom, Germany, and Central and Eastern Europe. In France, it operates
186 district heating and cooling systems, about half of those in existence. It is expanding rapidly in
Central Europe, for example, through its recent acquisition of Moravskoslezké Teplarny and TEK,
two major participants in the Czech district heating market for a total of €133 million. Throughout
Central and Eastern Europe, it has set up a number of energy services companies, in many cases in
cooperation with the European Bank for Reconstruction and Development.

Dalkia has become a European leader in cogeneration (the simultaneous production of electricity
and heat) and on-site power production. Under a typical cogeneration contract, it provides a
governmental or industrial customer with steam power at a favorable price in exchange for the right
to produce electricity through cogeneration on the customer’s premises. French law requires EDF,
the French government-owned electricity company, to purchase cogenerated power at specified
rates. Dalkia sells EDF the power it produces through cogeneration under a 12-year contract.
Dalkia’s total electrical power production capacity (including cogeneration facilities, peaking plants
and stand-by generating units) is 2,740 MW in Europe, including 2,240 MW in France.

 Industrial Utilities. Dalkia began providing industrial utilities services several years ago when it
saw that many of its customers were beginning to outsource non-core industrial activities such as
the production and distribution of steam heat, compressed air and demineralized water. It has
become a leading provider of industrial utilities services in France and the United Kingdom, and
has developed expertise in the analysis of industrial processes, productivity enhancement and
preventive maintenance.

o Facilities Management. In a further response to the increasing popularity of outsourcing, Dalkia
has recently added facilities management to its portfolio of services. The support services it offers
range from electrical and mechanical equipment maintenance to secretarial services.

Dalkia provides energy services to both public and private customers. Its public customers include
authorities in suburban Paris, Lyons, Nice, Nottingham in the United Kingdom, Ostrava in the Czech
Republic and Bratislava in the Slovak Republic. Its industrial customers include international groups such
as Eurolysine (Ajinomoto group), Michelin, Renault, Smurfit, Solvay and Unilever. Its facilities
management customers include public institutions like the European Parliament and private firms like
Alstom, Bull and Phillips. The primary market for its energy services is Europe. Latin America is
potentially an important market for its facilities management business, as is the Asia/Pacific region for its
heating system activities.
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Sithe

Sithe is a leader in the North American independent power generation market. As of December 31,
1999, it operated 49 operating power plants in North America with an aggregate average net capacity of
8,074 MW and had six projects under advanced development representing approximately 4,230 MW.
Internationally, Sithe and its affiliates had interests in eight projects in operation (465 net MW), four
projects under construction (324 MW) and three projects under advanced development (535 MW) in the
Asia/Pacific region, and 500 net MW under construction or advanced development in other countries.
Sithe had 1999 revenue of U.S.$1.1 billion.

On November 24, 1999, Sithe acquired 21 power generating plants in the United States for
approximately U.S.$1.72 billion (including the assumption of U.S.$76.7 million of liabilities) from GPU
Inc. On February 19, 2000, Sithe agreed to sell the plants to Reliant Energy Power Generation for
U.S.$2.1 billion.

On August 11, 2000, Vivendi entered into a stock purchase agreement and put and call agreement
with a subsidiary of PECO Energy Company and the other shareholders of Sithe with respect to Vivendi’s
stake in Sithe. The stock purchase agreement provides that current Sithe shareholders will sell a total of
49.9% of Sithe to PECO for approximately U.S.$680 million (of which our share will be approximately
U.S.$431 million). Vivendi’s stake in Sithe will be approximately 30% following this sale. Pursuant to the
put and call agreement, Vivendi can put, or the buyer can call, Vivendi’s remaining stake in Sithe at any
time between two and five years after the closing of the sale at a price that will be determined pursuant to
the formula set forth in the agreement.

Recent developments

On June 22, 2000, Vivendi entered into a memorandum of understanding with Vivendi Environne-
ment and EDF pursuant to which Dalkia will consolidate its energy operations with those of EDF. As
European energy markets continue to deregulate, Vivendi Environnement and EDF believe that their
customers increasingly demand comprehensive energy solutions that combine power generation and energy
services. Together Vivendi Environnement and EDF intend to provide such integrated services, mainly to
large industrial firms, and to develop an expanded international presence. Dalkia will focus on developing
the thermal services, industrial utilities and independent power production aspects of the business, and
EDF, the leading power production company in Europe, will concentrate on the production, distribution
and sale of power.

Initially, EDF will purchase a 34% stake in CGC Holding, Dalkia’s direct parent. Vivendi expects
that this stake will eventually rise to 50%. EDF’s initial investment in CGC Holding will be made on the
basis of CGC Holding’s market value prior to the transaction. The transaction is contingent upon the
results of both parties’ due diligence and upon the parties entering into certain ancillary agreements before
September 15, 2000. The memorandum of understanding also provides for Vivendi Environnement’s
creation with EDF of three companies. One, to be owned equally by CGC Holding and EDF, will seek to
develop an integrated power generation and energy services business under a common brand. Another
equally owned company will finance new independent power production and cogeneration projects. The
third, in which CGC Holding will have a 75.76% stake, will hold all of Dalkia’s international interests.

Transportation

Through Connex, Vivendi Environnement is a leading European private operator of local and regional
passenger transportation services. Connex provides integrated transportation solutions involving bus, train,
maritime, tram and other networks. Earlier this year, it purchased from Via-GTI urban and inter-city
transportation assets that generated revenue of €260 million in 1999. Approximately 45% of its
transportation revenue is from the road transportation sector and approximately 55% is from rail
transportation.
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Transportation

1999 1998 1997

(€ million)
Revenue . ... e 2,457 1,992 1,689
Adjusted EBIT DA™ ..o 182 144 97
Operating Income ... ... .. 96 75 45

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may not be
strictly comparable to similarly titled measures widely used in the United States or reported by other companies.

Connex operates road and rail passenger transportation networks under contract with national, regional
and local transit authorities. The public authority with which it contracts generally owns the infrastructure
it uses; the authority also typically establishes schedules, routes and fare structures for the networks it
operates and manages. Some of its networks combine different modes of transportation to accommodate
passenger needs and promote increased ridership. For example, it provides interconnected bus and train
services in the cities of Rouen, France, and Stockholm, Sweden.

The fares Connex charges to passengers on its transportation networks are usually insufficient to cover
its costs; consequently, the public authority typically provides it a guaranteed minimum payment or pays it
a subsidy. It seeks to increase profitability by reducing its operating costs and increasing traffic through
improvements in system speed and reliability, service customization and vehicle comfort and safety.
Connex also tries to reduce costs by rationalizing previously government-run operations and by sub-
contracting the services it offers, such as the provision of drivers and other personnel, to other firms.

* Rail Transportation. Connex operates 24 passenger rail networks in Europe. Its largest European
market is the United Kingdom, where it has contracts to operate two rail franchises. One contract
expires in 2011; the other, held through Connex’s subsidiary Connex South Central, was recently
open to tender for a 15-year renewal/extension beginning in 2003. Vivendi Environnement was not
successful in obtaining the re-franchise of South Central in the open tender and accordingly
Vivendi Environnement will not hold this franchise beginning in 2003. For 2000, Vivendi
Environnement’s revenue attributable to the South Central franchise was €500 million and
operating income attributable to the franchise was not significant. Connex remains committed to
the rail industry in the United Kingdom and is currently bidding for three other rail franchises.

Connex often rents and maintains the trains it uses, which are typically owned by private entities.
In Sweden, Connex operates the Stockholm metro under contract with the local transit authority,
which owns the trains.

Connex began its expansion outside of Europe in 1998. It operates one commuter rail system in
Melbourne, Australia under a franchise agreement with the regional transit authorities. It operates a
monorail passenger transportation line in Sydney as well.

Connex is responsible for driving, inspecting, cleaning and providing security on the trains it
operates, selling tickets, providing customer services, and maintaining, cleaning and providing
security in the stations on its networks. It also provides rail cargo services, including freight train
operation for SNCF and performs railway siding management services for customers with plants
linked to the public rail network, primarily those in the automobile, petrochemical and petroleum
refining industries.

* Road Transportation. The focus of Connex’s road transportation business is on the operation of
urban and inter-city public bus networks under contracts with public authorities. Its most important
road transportation markets are in France, Scandinavia, Eastern Europe and Australia. It also offers
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a number of transportation-on-demand services designed to minimize the inefficiency inherent in
operating regular services on little-used lines, outside of normal hours or in isolated areas. For
example, it uses minibuses, operated under sub-contracts with individual vehicle-owners, on pre-
determined routes and timetables.

In addition, Connex owns and operates three tram systems (in Saint Etienne and Rouen in France
and Stockholm in Sweden) in partnership with financial institutions and train manufacturers. These
tram systems are generally integrated into the other urban bus transportation networks that Connex
operates by means of an integrated ticketing system.

In France, governmental authorities typically own the buses used on urban networks and lease them
to Vivendi as part of the operating contract. However, Vivendi usually owns the motorcoaches used
on inter-city networks. In the other countries in which it operates, Vivendi typically owns the buses
and motorcoaches used in urban and inter-city networks. Vivendi is responsible for the maintenance
of the equipment it uses whether it is owned or leased.

In both the road and rail transportation sectors, the vast majority of Connex’s customers are the
national, regional and local public authorities responsible for providing public transit services. Connex
operates 26 rail networks, 186 road networks, 20 integrated networks and 3 tram systems that carry, in the
aggregate, one billion passengers a year.

Fomento de Construcciones y Contratas — FCC

FCC, a public company listed on the Madrid Stock Exchange, is one of Spain’s largest companies,
with a market capitalization of €2.1 billion as of September 6, 2000. FCC operates in a number of
different environmental and construction-related industries. In October 1998, to exploit the growing
demand for integrated environmental management services, Vivendi acquired from another shareholder a
49% interest in the holding company that owns 56.5% of FCC. The transaction had economic effect from
July 1, 1998. In December 1999, Vivendi transferred its interest in this holding company to Vivendi
Environnement. The other shareholder owns the remaining 51% of the holding company.

FCc*
1999 1998
(€ million) *
RevenuUe . ... 1,876 983
Adjusted EBIT D A*E o 272 209
Operating INCOme . . .. ...t 190 75

* Figures reflect a 49% share of FCC. We proportionally consolidate FCC based on Vivendi’s 49% interest in the holding company
that controls it.

** Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the
operational strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors.
Adjusted EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance,
or as an alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with
generally accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may
not be strictly comparable to similarly titled measures widely used in the United States or reported by other companies.

FCC’s main activities are:

« construction, which represented 48% of its overall 1999 revenue;

» waste and water services, which represented 29% of its 1999 revenue; and
» cement production, which represented 11% of its 1999 revenue.

FCC also manufactures urban fixtures, manages car parks, provides airport handling and vehicle
inspection services, buys and sells real estate and, through its approximately 80% holding in Grucysca,
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participates in the industrial logistics and other services sectors. As part of its international expansion,
Vivendi Environnement consolidated most of its water and waste treatment businesses with FCC’s
operations in Latin America and the Caribbean in Proactiva. On July 20, 2000, Vivendi Environnement
and FCC entered into an agreement under which Vivendi Environnement purchased 50% of Proactiva, the
remainder being retained by FCC. Under the same agreement, Vivendi and Vivendi Environnement sold
their water and waste management operations to Proactiva. Most of the transfers covered by the
agreements are now completed.

Services

o Waste and Water Services. FCC is the leading waste management company and the second
largest water and waste water treatment company in Spain, where it conducts the bulk of its
operations. FCC collects, processes and disposes of household waste, providing the public
authorities responsible for waste collection and disposal a full range of waste management services.

FCC’s water and waste water treatment activities cover the full cycle of water treatment, including
water treatment and distribution. In 1999, FCC acquired Vivendi Water’s Spanish operations,
doubling its market share in this sector.

 Construction. FCC is one of the five leading construction companies in Spain. FCC’s projects
include the construction of roads, high-speed railway lines, airports, offices, commercial centers and
residential homes. FCC intends to sell publicly or privately up to 49% of this business.

e Cement Production. FCC produces cement through its 49% interest in Portland Valderrivas. It
began to expand internationally with its 1999 acquisition of Giant Cement in the United States for
€291 million.

Under the terms of an option agreement dated October 6, 1998 with the other shareholder in the
holding company through which Vivendi holds its stake in FCC, the other shareholder has an option (the
“put option”), exercisable between April 18, 2000 and October 6, 2008, to sell Vivendi the shareholder’s
51% interest in the holding company at a price based on the average market price of FCC’s common stock
over the three months prior to exercise. The exercise price of the put option is capped at seven times
FCC’s EBITDA from the previous fiscal year or 29.5 times FCC’s earnings per share, whichever is lower.
The agreement also provides for mutual rights of first refusal on any transfers of shares in the holding
company to a third party. Additionally, the other shareholder has a call on the shares of the holding
company through which Vivendi owns its interest in FCC that becomes exercisable in the event Vivendi
ceases to hold a majority of the capital of Vivendi Environnement. The exercise price of the call is the
lower of the purchase price Vivendi Environnement paid to acquire its interest in the holding company and
the market price of the FCC shares. Vivendi Environnement and the other shareholder share equally the
holding company’s right to be represented in the main executive bodies of FCC, i.e., the board of directors
and executive committees of FCC and its subsidiaries. The holding company’s articles of association also
provide that certain important decisions, such as increases or decreases of share capital, amendments to
articles of association, merger, spin-offs or dissolutions, require supermajority shareholder approval. None
of these decisions, therefore, could be taken without the consent of both Vivendi and the other
shareholder.

Competition — Environment

Most markets for environmental services are very competitive and are characterized by technological
and regulatory change and experienced competitors. Competition in each of the markets Vivendi
Environnement serves is primarily on the basis of the quality of the products and services provided,
reliability, customer service, financial strength, technology, price, reputation and experience in providing
services, adapting to changing legal and regulatory environments, and managing employees accustomed to
working for public sector entities or non-outsourced divisions of commercial enterprises. In each of the
markets in which Vivendi Environnement operates, its competitive strengths are its high level of
technological and technical expertise, its financial position, its geographical reach and its experience in
providing environmental management services, managing privatized and outsourced employees and meeting
regulatory requirements.
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With regard to integrated, large-scale environmental management services in particular, Vivendi
Environnement’s competitors include Suez Lyonnaise des Eaux and RWE and its primary competitive
strength is its demonstrated ability to provide innovative, integrated environmental services that are tailored
specifically to the needs of individual clients and offered on a global basis. Vivendi Environnement
anticipates that other enterprises that compete with it in individual environmental sectors will, in the
coming years, seek to expand their activities to become integrated environmental management services
providers.

Water

Vivendi Water is the world’s leading private provider of water services to municipalities and industrial
firms, its principal competitors being Suez Lyonnaise des Eaux, Thames Water, Anglian Water, Severn
Trent and Saur Cise. It has leading positions in the European and North American markets, and a strong
basis for growth in Latin America and the Asia/Pacific region, especially Australia and China. It estimates
that its share of the rapidly growing industrial out-sourcing market is approximately 30%. It has a leading
position in the highly fragmented water equipment market as well.

Waste Management

Vivendi Environnement’s waste management operations are carried out mainly in Europe, where it is
the market leader in the collection and disposal of household, commercial, industrial and hazardous waste.
Its main pan-European competitors are Suez Lyonnaise des Eaux and, to a lesser extent, Cleanaway. As a
result of its 1997 acquisition of Leigh Interest, it ranks among the top three providers of household,
commercial, industrial and hazardous waste management services in the United Kingdom, along with
Shanks and Sita-Wattco. In Germany, much of the household and commercial waste management
business is run by municipalities, although there is a gradual trend toward privatization. Vivendi
Environnement’s biggest competitors in Germany are RWE Umwelt and Rethmann. Vivendi Environne-
ment has strong market positions in Norway, Ireland, Switzerland and Israel.

The North American household, industrial and hazardous waste management markets are undergoing
rapid consolidation. Vivendi Environnement has taken significant steps toward establishing its competitive
position through the acquisition in 1999 of Superior Services, Inc., which provides household and industrial
waste collection and disposal services to customers in 12 states, and through its majority interests in Onyx
Environmental Services and Onyx Industrial Services, which provide hazardous waste and industrial
cleaning services, respectively, in the United States. Its major competitors in the United States include
Allied BFI, Waste Management and Republic Waste. It expects further consolidation in this sector and
intends to participate actively in this process.

Vivendi Environnement’s Latin American operations are concentrated in Brazil, Venezuela, Argentina
and Chile, where its primary competition is from a variety of local companies and SITA (a subsidiary of
Suez Lyonnaise des Eaux). It plans to expand its activities in Latin America through ProActiva. It has
strong operations in Singapore and Taiwan, and is among the market leaders in Australia and New
Zealand. Its main competitors in the Asia/Pacific region are various local companies, Cleanaway and Suez
Lyonnaise des Eaux.

Energy Services

Vivendi Environnement’s traditional competitor in district thermal management is Suez Lyonnaise des
Eaux through its subsidiary Elyo. It increasingly faces competition from large European gas and electricity
companies such as Gaz de France, RWE, Veba, Texas Ultilities and Power Gen, especially for large
district heating contracts in Eastern and Central Europe. Outside France, it competes with local service
providers such as the municipal utilities in Germany, which operate district heating systems and electricity
and/or gas distribution systems. Its competitors in cogeneration consist primarily of large utilities
companies such as RWE, Veba, Texas Utilities, Endesa, National Power and Power Gen. It competes
primarily with large firms such as Honeywell and Johnson Control for facilities management business.
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Transportation

Vivendi Environnement has a 20% share of the privately run passenger transportation market in
France, 17% of the privately run rail market in the United Kingdom, 22% of the privately run passenger
road transportation market in Scandinavia and 30% of the privately run road transportation market in
Portugal, all measured by revenue.

Most privately operated passenger transportation companies serve a limited geographic area. Vivendi
Environnement’s major competitors are those companies that, like it, provide passenger transportation
services in a number of different countries. Its competitors include Stagecoach, its principal pan-European
competitor, National Express First Group, Arriva and Go Ahead in the United Kingdom and Via GTI and
Transdev in France. It anticipates that new competitors may seek to enter the market, including civil
engineering companies, train manufacturers and public operators seeking to expand into contiguous regions.

FCcC

FCC is the leading private provider of waste management services in Spain, with a share of the
market for waste management services of approximately 43%. Its primary competitor in this market is
Cespa. After Aguas de Barcelona, FCC is the leading private operator in the water and waste water
treatment market in Spain, with a market share of 10%.

The cement production sector in Spain is relatively concentrated. FCC is the only major Spanish
competitor, with approximately 17% of the Spanish market. Its main competitors are Spanish branches of
multinational cement manufacturers such as Cemex, Holderbank and Lafarge.

The construction market in Spain has recently undergone a process of consolidation. Five major
competitors, one of which is FCC, have emerged. With numerous small companies and a number of larger
international companies vying for business, however, the market remains competitive.

Research and Development — Environment

Research and development is a critical component of Vivendi Environnement’s ongoing effort to
provide its customers with cost-effective and environmentally sound products and services. It has
11 research facilities throughout the world, staffed by a total of 500 scientists and other researchers. In
1997, 1998 and 1999, it invested €38.9 million, €48.1 million and €53 million, respectively, in research and
development.

In order to provide its customers with the highest quality drinking water, as well as with cost-effective
water treatment solutions, Vivendi Environnement conducts research on water treatment and distribution
primarily at laboratories in Paris, Lyon, Rennes, Metz and Agen in France, Watford in Great Britain,
Adelaide in Australia, Berlin in Germany, Rothschild in Wisconsin, and in situ at its different water
treatment plants throughout the world. In 1999 it set up new water research centers in Australia and
North America. Approximately 350 researchers are involved in its water-related research and development
projects. In 1999 it invested approximately €36 million in water research and development projects. Its
researchers have developed the technology necessary for large-scale nanofiltration, a purification method
that uses membranes with microscopic holes to remove impurities from water, and submerged membrane
filtration, a method using underwater purification filters. As a result of this technology, Vivendi
Environnement has been able to produce potable water from low quality sources.

Vivendi Environnement conducts a significant part of its waste management and treatment research
and development through the Centre de Recherches pours ’Environnement, ’Energie et les Déchets
(“CREED”) research and testing center in Limay, France owned by Vivendi and Vivendi Environnement.
CREED’s budget for the year 2000 is €10 million. With fifty engineers and researchers, and affiliated
centers in the United Kingdom and Taiwan, CREED conducts approximately sixty research programs
geared towards developing services for industrial firms and municipalities. The subjects of these programs
include mechanized waste collection processes, computerized waste collection monitoring, new uses for
recycled products, energy recovery during thermal treatment and the development of more efficient waste
treatment and recovery methods. CREED also studies the treatment of industrial effluents, the recovery
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and recycling of household waste and the remediation of land contaminated by heavy metal and organic
pollutants. In Vivendi’s continuing effort to improve air quality, CREED also conducts research on the
detection, measurement and treatment of dioxins originating from incineration plants. Total research and
development expenditures in connection with waste treatment were approximately €23 million for 1999.
Vivendi Environnement has been awarded more than sixty patents as a result of its waste-related research.

Vivendi Environnement conducts its research and development efforts in energy at CREED as well.
Its researchers work primarily to find ways of limiting the emission of greenhouse gases from its thermal
energy production systems. Other research projects in this area include the development of cogeneration
techniques that use natural gas or biogas from landfills to optimize energy output and the study of
microgeneration technologies that could resolve costly problems associated with power transmission. Total
product development expenditures in connection with Vivendi Environnement’s activities in the energy
services sector were approximately €5 million in 1999.

Vivendi Environnement’s research and development in passenger transportation includes the design of
improved vehicle configuration to achieve greater passenger comfort and safety, the development of global
positioning system (GPS) technology and the provision of real time information to customers.
Approximately 30 people are involved in its research efforts in the transportation services field. Total
product development expenditures in connection with transportation services for 1999 were approximately
€5 million.

Vivendi Environnement conducts a number of its research efforts in cooperation with research centers
and institutions of higher learning in France and elsewhere. In France, it has worked with the Pasteur
Institute in Paris, the Ecole des Ponts et Chaussées, the Compiégne University of Technology, the Ecole
Polytechnique, the Ecole Supérieure des Travaux Publics and the National Centre for Space Studies in
areas such as recycling, dioxin analysis and treatment and waste combustibility. Partners outside France
include Georgia Tech, the U.S. Environmental Protection Agency (“EPA”), the Swiss federal water
institute, the Australian Water Quality Centre, the Helsinki University of Art and Design, the Hong Kong
Science and Technology University, Tsinghua University in China, the Asian Institute of Technology in
Thailand and Berliner Wasser Betriebe in Berlin.

Regulation — Environment

Vivendi Environnement’s businesses are subject to extensive, evolving and increasingly stringent
environmental regulations in developing countries as well as in Western Europe and North America.

Water

The water and waste water treatment industries are highly sensitive to governmental regulation. In
Europe and the United States, governments have enacted significant environmental laws at the national
and local level in response to public concern over the environment. The quality of drinking water and the
treatment of waste water are increasingly subject to regulation in developing countries as well, both in
urban and rural areas.

The quality of water for human consumption is strictly regulated at the European Union level by the
Directive on Drinking Water. The collection, treatment and discharge of urban as well as industrial waste
water is governed by the Directive on Urban Waste Water. Public authorities also impose strict regulations
upon industrial waste water that enters collection systems and the waste water and sludge from urban
waste water treatment plants.

France has numerous laws and regulations concerning water pollution, as well as numerous
governmental authorities involved in the enforcement of those laws and regulations. Certain discharges,
disposals, and other actions with a potentially negative impact on the quality of surface or underground
water sources require authorization or notification. For instance, public authorities must be notified of any
facility that pumps underground water in amounts that exceed specified volumes. French law prohibits or
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restricts release of certain substances in water. Individuals and companies are subject to civil and criminal
penalties under these laws and regulations.

In the United States, the primary federal laws affecting the provision of water and waste water
treatment services are the Water Pollution Control Act of 1972, the Safe Drinking Water Act of 1974 and
the regulations promulgated pursuant thereto by the EPA. These laws and regulations establish standards
for drinking water and liquid discharges. Each U.S. state has the right to establish criteria and standards
stricter than those established by the EPA and a number of states have done so.

Waste Management

In France, ministerial orders establish standards for disposal sites for household, industrial and
hazardous waste. These orders govern, among other things, site selection and the design, construction and
testing of disposal sites. Administrative officers can impose strict standards with regard to waste disposed
of at a site. Hazardous waste is subject to strict monitoring at all stages of the disposal process.

At the European Union level, the framework for waste management regulation is provided by
Directives that establish overall regulatory goals of waste prevention, collection, recycling and re-use.
European Union member states must prohibit the uncontrolled discarding, discharge and disposal of waste.
Entities that store or dump waste for another party must obtain an authorization from the competent
authority that prescribes the types and quantities of waste to be treated, the general technical requirements
to be satisfied and the precautions to be taken. Regulatory authorities frequently check compliance with
those requirements. Additionally, specific European Union Directives govern the operation of landfill sites,
the collection and disposal of hazardous waste, and the operation of municipal waste-incineration plants.

In France, waste treatment and disposal facilities are subject to laws that require Onyx to obtain
permits to operate most of its facilities from municipal and regional authorities. The permitting process
requires Onyx to complete environmental impact studies and risk assessments with respect to the relevant
facility. Landfill operators must provide specific financial guarantees (which typically take the form of
bank guarantees) that cover the monitoring and remediation of the site during, and up to 30 years after, its
operation. Operators must comply with standards for residential solid waste landfills and for industrial and
toxic waste landfills. Incineration plants are subject to rules that limit the emission of pollutants.

Vivendi Environnement’s U.K. waste management operations and facilities are subject to the
Environmental Protection Act of 1990, which requires local authorities to transfer their waste disposal
operations either to a specialized waste disposal entity owned by the local authority or to a private
contractor, and the Environment Act of 1995, which addresses pollution control, land waste and nuisances.

The major statutes governing Vivendi Environnement’s waste management activities in the United
States include the Resource Conservation and Recovery Act of 1976, the Clean Water Act, the Toxic
Substances Control Act, the Comprehensive Environmental Response, Compensation and Liabilities Act
of 1980, as amended (also known as “Superfund”), and the Clean Air Act, all of which are administered
either by the EPA or state agencies to which the EPA delegates enforcement powers. Each state in which
Vivendi Environnement operates also has its own laws and regulations governing the generation, collection
and disposal of waste, including, in most cases, the design, operation, maintenance, closure and post
closure maintenance of landfills and other solid and hazardous waste management facilities. In order to
develop and operate a landfill, transfer station, hazardous waste treatment/storage facility or other solid
waste facility, Vivendi Environnement must typically undergo several difficult governmental review
processes and obtain one or more permits that may not ultimately be issued.

In view of the fact that the waste management business is subject to risks of liability for property
damage and personal injury caused by pollution and other hazards, Vivendi Environnement carries
insurance policies covering what it believes to be the most important casualty risks. However, we cannot
provide assurance that the coverage provided by these policies will be sufficient to cover any liability to
which Vivendi Environnement may be subject. See “— Description of Business — Business as a Whole.”
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Energy Services

Vivendi Environnement’s energy-related activities in Europe (primarily the generation and delivery of
thermal energy and independent power generation) are subject to an EU Directive that establishes
emission limits for sulphur dioxide, nitrogen oxides and dust and regulates the construction of combustion
plants. The European Commission is considering an amendment to this Directive that, if adopted, would
impose emission thresholds twice as strict as those currently in effect. The new thresholds would apply to
all new installations put into operation after January 1, 2000. Other existing Directives require the
implementation of national emission ceilings for certain atmospheric pollutants such as sulphur dioxide,
nitrogen oxide, volatile organic compounds and ammonia.

The use of gas and other combustible material in France is subject in some instances to a domestic
natural gas tax. Energy produced by a cogeneration facility is exempt from this tax for a period of five
years after the facility begins operations. The law providing for this exemption was renewed in 1999; any
cogeneration plant Vivendi builds before 2004 will therefore be eligible for the exemption.

Transportation

Vivendi Environnement’s transportation service activities are subject to a number of EU Directives
that limit emissions from petrol and diesel engines and requires Vivendi to obtain certain permits. One
Directive sets forth guidelines for the laws of the member states with respect to the emissions of gas
pollutants from diesel engines used in vehicles. Another sets forth guidelines for the laws of the member
states with respect to emissions of gas and particulate pollutants from internal combustion engines installed
in mobile equipment other than road vehicles.

Contracts — Environment

The vast majority of Vivendi Environnement’s contracts to provide individual environmental services
are medium and long-term agreements with municipal and industrial clients. These contracts fall into two
broad categories: those with public authorities and those with private firms. In France and other countries
with civil law systems, administrative law governs contracts with public authorities, whereas private law
applies to contracts with private enterprises. In common law countries such as the United Kingdom and
the United States, common law ordinarily governs both contracts with public authorities and with private
enterprises.

The majority of Vivendi Environnement’s government contracts relate to its operations in France. The
services that it provides to public authorities are considered “public services” under French administrative
law. This means that the procedures used in awarding contracts, and many provisions of those contracts,
are mandated by law.

A French public authority can choose among a number of different types of contracts when delegating
the management of public services to a private operator. The choice among these types is usually based on
the nature of the service to be provided, the level of investment required of the private operator and the
form of the operator’s fee or rate. There are four basic types of contract for the delegated management of
public services: concession contracts, affermage contracts, management contracts and public markets
contracts.

» Under a concession contract, the private operator invests in the equipment used to provide the
public service and manages it at its own risk in return for fees or rates paid by the consumers of the
service, typically the public. In some cases, the public authority pays a subsidy to the operator as
well. Ownership of the equipment remains with the public authority. Concession-type agreements
are common in the energy services, water and waste water treatment and waste management sectors
in France.

o The affermage contract, the most common type, is similar to the concession agreement in that the
private operator performs a public service at its own risk. However, the private operator in an
affermage contract does not invest in property, plant or equipment, although it usually must
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maintain the existing facilities and equipment. Consequently, the private operator receives part of
the fees or rates paid by the public to cover the cost of operating the service, and the public
authority receives the remainder to cover its infrastructure investments. Affermage contracts are
common in the energy services, water and waste water treatment, waste management and public
transportation sectors. They predominate in the water distribution sector. There are also “mixed”
contracts under which the private operator both manages the existing facilities and introduces new
equipment.

e Under a management contract, the private operator manages a public service for a fixed fee. The
private operator does not invest in facilities or equipment, but may be responsible for maintenance.
The public usually pays the operator’s fee in the form of fees or rates. If the fees or rates paid are
less than the amount of the fixed fee due to the contractor, the public authority pays the balance to
the private operator.

e Under a public market contract, the public authority, rather than users of the service, pays the
operator’s fee or rate.

The duration of Vivendi Environnement’s contracts depends primarily on the size of the investment
the contract requires it to make. In France, the Sapin Law of 1993 provides that a contract for the
delegated management of public services must have a fixed term that does not exceed the period over
which the private operator depreciates the investments it makes under the contract. Concession-type
contracts typically last about 20 years. Affermage contracts are shorter, usually around 12 years, although
they may be as short as eight or as long as 20 years. Management contracts are typically not longer than
five years. Contracts cannot be automatically renewed. When a contract expires, the public authority must
call for tenders for a new contract, meaning that the operator whose contract expires must then compete
with other candidates to renew the contract. The public authority can also refuse to delegate the service
and operate it itself.

There are a number of features common to each of the contract types just described. These common
features are mandated by French administrative law and include provisions that:

« entitle the public authority to impose penalties for breach of the contract by the private operator
and to modify the terms of or terminate the contract if the public interest so requires (the authority
must compensate the private operator for damages suffered as a result of the modification or
termination of the contract, except in the case of fault of the operator);

* provide for renegotiation of the agreement to ensure it remains fair to both sides; and
« grant the public authority the right to supervise how the public service is provided.

A private operator’s fees, and any method of adjusting those fees, are generally fixed by contract. In
some cases, however, fees and adjustment provisions are fixed unilaterally by the public authority. In no
instance may a private operator charge the public more than the cost of providing the service (including
applicable taxes and fees) plus its contractual remuneration.

French law requires public authorities to award contracts for the provision of public services through a
competitive bidding process. The procedure for this process is heavily regulated and is controlled by
independent administrative authorities and tribunals. The criteria public authorities use in assessing
competitive bids include price, the investments the candidates offer to make, the candidates’ experience
and the candidates’ ability to conform to applicable regulatory standards and to adapt to new standards.

Supervising authorities ensure that public authorities delegating services strictly observe applicable
regulations regarding bidding procedures. A supervising authority can invalidate a contract years after it is
entered into if those regulations are violated. A private operator must account for its management to
several governmental authorities, each of which may, in some circumstances, publish statements critical of
the private operator.
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Outside of France, other countries with civil law systems, such as Spain and Italy, have adopted the
French system of delegated management of public services. Public authorities in these countries typically
delegate services to private operators through contracts similar to concession, affermage or management
contracts.

In common law countries such as the United Kingdom and the United States, the law governing
public contracts is less rigid than in civil law countries, and the types of contract under which public
authorities in such countries delegate the operation of services are more varied. Among the types of
contract common in such countries are build-operate-transfer contracts, under which the private operator
undertakes to construct and operate the requisite facilities and assumes an obligation to transfer the
installation to the public authority at the end of the contract; franchise contracts, which require the
contractor to invest in equipment and to operate the service in accordance with specifications established
by a regulatory body; and service contracts, under which the operator makes no investments and operates
the service for a fixed fee and/or a share of the profit generated.

There is a trend in both developed and developing countries to adopt systems similar to the system of
delegated management of public services used in France. Vivendi believes that Vivendi Environnement’s
experience with this system is a competitive advantage in this changing environment.

Water

Vivendi Environnement has approximately 5,000 contracts with public authorities to provide water and
waste water services, including about 3,800 in France. Three-quarters of its contracts with local French
authorities are affermage agreements; most of the remainder are long-term concession contracts. In both
cases, Vivendi Environnement bills end-users directly. It shares revenue with local authorities under
formulas based largely on the length of the contract and the level of investment required.

Vivendi Environnement’s contracts with industrial and commercial enterprises for water and waste
water treatment tend to last three to ten years. These contracts typically require Vivendi to meet specified
service requirements. Contracts are usually on a fixed-price basis, subject to adjustments for inflation and
other cost increases. In the water treatment equipment and systems market, Vivendi Environnement
normally designs and installs larger systems under turnkey contracts within 24 months of acceptance of a
customer order. Under these contracts, customers typically pay a lump-sum in several installments based
on a predetermined schedule. Vivendi Environnement distributes bottled water and household filtration
products either directly to customers or through independent dealers.

Waste Management

Vivendi Environnement performs most municipal solid waste collection and recycling services under
contracts with, or franchises granted by, municipalities or regional authorities. Contracts with public
authorities typically cover collection, transfer, disposal and/or recycling.

The duration of Vivendi Environnement’s contracts usually depend upon the nature of the services it
provides, applicable local regulations and the level of capital expenditure the contract requires it to make.
Collection contracts usually last from three to five years. The length of disposal contracts ranges from one
year for disposal in landfills that Vivendi owns to up to 30 years for contracts involving the construction,
financing and operation of new waste-to-energy facilities. Collection contracts with industrial customers
typically last one to three years; treatment contracts last an average of five.

In recent years, Vivendi Environnement has entered into a number of integrated waste management
contracts with French and U.K. industrial clients that cover a broad range of waste management services,
including treatment, recycling, disposal and/or handling of waste. In the United Kingdom, these integrated
services contracts now account for 15% of Vivendi Environnement’s industrial waste management revenue.
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Energy Services

The majority of the contracts in the energy services sector involve heating systems management.
Contracts to operate district heating systems are typically long-term, lasting up to 20 years. Contracts to
operate other heating systems for public or private clients may last up to 16 years. Industrial utilities
management contracts usually expire after three to five years, but occasionally run as long as 12 years if
we provide cogeneration services as well. Contracts in the facilities management sector are generally in the
three- to five-year range. Vivendi Environnement’s average energy contract lasts approximately seven years.

Transportation

Almost all Vivendi Environnement’s contracts in the transportation sector are with national, regional
and local public authorities. In France and, increasingly, in other countries, contracts are usually based on
the concession model. In the United Kingdom, in contrast, private operators run transportation networks
under franchise agreements. The rail transportation network in the United Kingdom is regulated by the
Strategic Rail Authority, which has broad power to impose rules regarding schedules, fare structure and
safety.

Ordinarily, Vivendi Environnement’s rail contracts last from 12 to 20 years, while its road contracts
typically last for 4 to 12 years, a disparity due to the greater investment required in the rail transportation
sector.

Compliance with Laws and Regulation

Vivendi is subject to a variety of laws that prohibit companies from bribing foreign officials for the
purpose of obtaining or keeping business. It has taken precautions and instituted a number of procedures
to comply with these laws, but it cannot assure you that its precautions will protect it against liability. In
particular, Vivendi may be held responsible for actions taken by its local representatives or agents,
regardless of its ability actually to control them. Vivendi has created a senior executive position of ethical
manager and an ethics program designed to maximize compliance with applicable laws and regulations.

Other Businesses

Real Estate

As part of its strategy of focusing on its core communications and environmental businesses, Vivendi
has decided to withdraw from the real estate business. In order to facilitate this withdrawal, it has
restructured Compagnie Générale d’Immobilier et de Services (“CGIS”), its wholly-owned real estate
subsidiary, into two principal groups of companies: Nexity and Vivendi Valorisation. Vivendi sold 100% of
Nexity, formed out of its ongoing property businesses, in July, 2000. Vivendi Valorisation holds Vivendi’s
remaining property assets, which consist primarily of investments arising out of past property development
projects. Vivendi holds these assets on its balance sheet at their current market value. Pending their sale,
Nexity will manage Vivendi Valorisation’s residual assets. Vivendi Valorisation’s revenue represented 34%
of CGIS’s total revenue for 1999.

Real Estate

1999 1998 1997
(€ million)
Revenue . ... e 1,686 1,818 1,445
Adjusted EBIT D A* ... 92 20 (122)
Operating InCome . . ... ... 37 3) (55)

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may not be
strictly comparable to similarly titled measures widely used in the United States or reported by other companies.
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Vivendi Valorisation
Activities

The principal assets of Vivendi Valorisation include land and land development rights, commercial
property (owned and leased) and loans extended to finance commercial property sales. The majority of
these assets are associated with Vivendi’s past involvement in long-term residential and commercial
property development projects. Given the complexity and the long-term nature of its contractual
obligations in these projects, Vivendi’s assets cannot easily be transferred or sold. Vivendi intends to divest
these assets as and when opportunities arise. A dedicated team of approximately 30 Nexity professionals
will manage the assets of Vivendi Valorisation pending their sale.

Land and Land Development Rights:

e Paris Area. Vivendi Valorisation owns land and development rights, and a partially-constructed
building, at La Défense, near Paris. Vivendi Valorisation has committed to sell these assets for
about €210 million, subject to certain conditions.

o South of France. Vivendi Valorisation retains land and land development rights in two large
development projects in La Napoule and Antibes in southern France. Development and
urbanization authorizations for both sites were cancelled by local authorities. Vivendi will seek to
obtain the approval of the local authorities to develop or redevelop some of the land before selling
it.

* Germany. Vivendi Valorisation owns land and related assets in Babelsberg, 20 miles outside of
Berlin. Vivendi has developed one-third of the marketable portion of this land, and sold or leased
23%.

Commercial Property Interests. Vivendi Valorisation continues to hold significant interests in a
number of large building complexes acquired in connection with past development projects. While Vivendi
Valorisation owns certain minor buildings outright, the majority of these interests takes the form of long-
term leases from third-party owner-investors, with rents paid by Vivendi Valorisation and guaranteed by
Vivendi, coupled with purchase options in favor of Vivendi Valorisation and/or Vivendi.

 Philip Morris/Danton. 1In 1996, CGIS transferred to Philip Morris three office buildings
constructed as part of the Danton development project at La Défense. CGIS agreed to lease back
the buildings for 30 years at progressively rising rents, payment of which was guaranteed by
Vivendi. Vivendi Valorisation has an option to purchase the buildings in 2011 for €714 million and
in 2020 for €434 million.

e Berlin. In 1996, Vivendi purchased three defeasance structures for building complexes in Berlin.
CGIS sold each structure to, and leased it back from, a third party.

e Loan Assets. CGIS provided financing to buyers of a number of its properties, such as Philip
Morris (a loan of €117 million) and SITQ (a loan of €207 million).

Construction

On February 10, 2000, as part of its strategy of focusing on its two core businesses, Vivendi sold
34.4% of Vinci to a number of institutional investors. The sale reduces Vivendi’s stake in Vinci to 16.9%.
Vivendi appointed four of Vinci’s 18 directors. Vivendi has committed not to engage in further sales of
Vinci shares until 2001, except to Vinci itself. On July 17, 2000, Vinci launched a friendly exchange offer
for the construction company Groupe GTM. If the offer is consummated, Vivendi’s stake in the combined
entity, which will be the world’s largest construction firm, will be diluted to approximately 9% of the
outstanding share capital.
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Construction

1999 1998 1997
(€ million)
Revenue . ... e 8,903 7,886 8,009
Adjusted EBIT DA™ ... . . 428 271 244
Operating Income ... ... .. 176 82 4)

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may not be
strictly comparable to similarly titled measures widely used in the United States or reported by other companies.

Vinci is Europe’s leading construction company and is, based on its current structure, one of the ten
largest construction groups in the world in terms of total 1999 sales. Vinci’s principal activities are
organized into five divisions: building and civil engineering; road construction; electrical engineering and
electrical works; heating, cooling and architectural finishing operations; and concessions. In 1999, Vinci
had consolidated revenue of €8.9 billion. Vivendi fully consolidated Vinci in its accounts in 1997, 1998 and
1999. Vivendi intends to account for Vinci using the equity method in 2000.

Business as a Whole

Employees
As of December 31, 1999, Vivendi employed approximately 290,000 people worldwide:

At December 31, 1999
Approximate
Number of Employees

Communications

TelecommUNICAtIONS . . ..\ vttt ettt e et e e e e e e e 8,400
Audiovisual and Pay Television .. ....... ..ottt 4,000
Publishing and Multimedia ......... ... ... i i 20,000
Environment

W ater . e 67,000
L2 7] 56,000
Energy ServiCes . ..o vt 23,000
Transportation . ... ... ...ttt 34,000
5 1 P 2,100
Other*

Real Estate. .. ... 4,450
CONSTIUCTION . .« oottt et e 70,700

* Vivendi plans to divest the majority of these operations in 2000.
FCC has 43,000 employees.

Trade union membership in Vivendi’s operations varies from country to country, and Vivendi is party
to numerous collective bargaining agreements. As is generally required by law, Vivendi renegotiates its
labor agreements in Europe annually in each country in which it operates.

There is no material level of trade union membership in Vivendi’s U.S. operations other than in
United States Filter Corporation, where 6.4% of its employees are unionized, and Onyx, where 17% of its
employees are unionized.
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A French law enacted in 1998 requires all employers of more than 20 employees in France to
implement a 35-hour work week by January 1, 2000. Vivendi believes that it is one of the first major
companies in France to be in substantial compliance with the new law. Vivendi does not expect the law to
have a material effect on its business or results of operations.

Although it has experienced strikes and work stoppages in the past, Vivendi believes that relations
with its employees are generally good. It is not aware of any material labor arrangement that has expired
or is soon to expire and that is not expected to be satisfactorily renewed or replaced in a timely manner.

Intellectual Property

Vivendi currently owns a significant number of patents in France, the United States and in various
countries worldwide. Although it believes that the patents associated with its various operations are of
value, it does not consider any of them to be essential to its business.

Trademarks and brand recognition are important to Vivendi’s businesses, particularly the Multimedia
and Publishing, Audiovisual and Pay Television and Internet segments. Vivendi has registered its
trademarks and believes that there is significant value associated with them.

Insurance

Some of Vivendi’s important activities outside of France are covered by damage, business loss and
civil liability policies that it is required to maintain either by contract or by the institutions that finance
these activities. In addition, some investments abroad are covered by political risk policies with the
Compagnie d’Assurance Francaise Pour le Commerce Exterieur (“COFACE”).

Vivendi’s telecommunications, multimedia and publishing, water, energy services, waste management
and transportation segments all maintain damage insurance policies (and in some cases, business loss
policies) that cover its assets as well as those for which it has contractual responsibility. These segments
also maintain liability policies that cover up to €30 million annually.

Vivendi’s U.S. subsidiaries have coverage under separate damage and civil liability insurance policies.
The civil liability policy provides coverage up to €30 million annually. Moreover, its rail transportation
operations are covered by a specific civil liability program with a dedicated pool of £155 million.

At the company-wide level, Vivendi has entered into a contract covering civil pollution and
environmental policies that provide coverage up to €30 million for its non-U.S. subsidiaries. In addition to
the civil liability programs held by each segment, Vivendi has several civil liability excess policies that
provide coverage up to €270 million (with deductibles of €30 million). These policies cover all subsidiaries
of which Vivendi owns more than 50%. In addition, Vivendi has a liability policy that covers the
management of those subsidiaries of which it owns more than 50% or which it manages.

Environmental Policies

While Vivendi’s operations and many of its products, services and technologies are aimed at
protecting the environment, its activities impact the environment in negative ways as well. To minimize
this impact, Vivendi has undertaken to enhance the environmental performance of all its business sectors
by implementing an environmental protection action plan.

The first phase of the plan, for the period between 2000 and 2005, will focus on pursuing the
following goals:

 Improving air quality by reducing direct CO, emissions produced by Vivendi’s worldwide operations
by over 10%;

» Using water resources properly by increasing control over water losses, creating improved waste
water treatment systems and improving the average output rates of water distribution networks;
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» Improving waste management techniques through recovery of biogas, improved treatment of
leachates in landfill sites, the development of new recycling processes and improved treatment of
incinerator plan emissions;

» Reducing visual disfigurement of natural landscapes;
 Conserving soil by reducing pollutants contained in sludge and compost;
o Increasing the research and development budget for environmental services by 30%; and

 Improving environmental management by increasing the number of employees certified under ISO
14001 by at least 10% per year and increasing spending on vocational training.

Description of Property

Vivendi has operations in over 100 countries; moreover, its activities are predominantly service-
oriented. As a result, although some of its businesses own or lease plants and other physical properties,
none of these plants or physical properties is individually material to Vivendi as a whole.

In connection with Vivendi’s waste business, Vivendi owns or operates approximately 110 sorting,
recycling and transfer facilities, 133 solid waste landfill sites and 75 incineration and waste-to-energy
transformation facilities worldwide. Collectively, but not individually, these facilities and sites are material
to Vivendi’s business. Vivendi owns approximately two-thirds of the solid waste landfill sites it operates.

The physical properties of Vivendi Valorisation consist principally of land near Paris, in the South of
France, and near Berlin. Vivendi Valorisation also holds interests in commercial property developments
near Paris and in Berlin. These properties and interests are described under “Description of Business —
Other Business — Real Estate.” Vivendi does not view these properties as material to its business.

Legal Proceedings

In the ordinary course of its business, Vivendi is, from time to time, named as a defendant in various
legal proceedings. Vivendi maintains comprehensive liability insurance and believes that its coverage is
sufficient to ensure that it is adequately protected from any material financial loss as a result of any legal
claims made against Vivendi.

BT filed a request for arbitration against Vivendi with the International Court of Arbitration on
March 8, 2000, alleging that Vivendi breached the Cegetel Shareholders’ Agreement by agreeing with
Vodafone to establish a joint venture to develop and market Vizzavi. Specifically, BT claims that by
creating and marketing Vizzavi, Vivendi is violating the provision of the Cegetel Shareholders’ Agreement
that requires the Cegetel Shareholders to conduct their telecommunications operations in France
exclusively through Cegetel. Prior to the final decision being rendered, the marketing and commercializa-
tion of the Vizzavi multi-access portal shall continue by Vivendi in France as well as in the rest of Europe
by Vivendi and Vodafone. The transfer of Vizzavi France to the joint venture between Vivendi and
Vodafone and the sale of the Cegetel shares held by Mannesmann to Vivendi will not take place until the
final decision of the arbitral tribunal has been rendered. BT had requested the arbitrator to enjoin Vivendi
from marketing and commercializing Vizzavi while the arbitration is pending, a request that was denied.
Vivendi expects that the final decision will be rendered before the end of the year. Vivendi believes BT’s
allegations to be without merit and Vivendi intends to defend vigorously the arbitration.

Five complaints have been filed in federal court in the Central District of California on behalf of
putative former shareholders of United States Filter Corporation, which Vivendi acquired in 1999. These
putative class actions seeking to represent all former public shareholders of United States Filter
Corporation name Jean Marie Messier, Vivendi and certain of its affiliates as defendants and assert
violations of U.S. securities laws on the ground that payments made to three members of United States
Filter Corporation’s management, which were stated in the tender offer documents for United States Filter
Corporation to have been made with respect to their employment arrangements, were allegedly additional
consideration to these executives for the purchase of their United States Filter Corporation shares. The
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complaints allege that the U.S. securities regulations requiring that all shareholders receive the same
consideration for shares sold in a tender offer were thereby violated, and seek damages in an unspecified
amount. The complaints have been consolidated with a lawsuit filed on March 23, 1999 by putative
shareholders of United States Filter Corporation against its former directors, alleging that they breached
their fiduciary duties by accepting the merger proposal and failing to maximize shareholder value. Two
amended consolidated complaints dated July 7, 2000 and July 12, 2000 combine allegations of the U.S.
securities laws violations described in the preceding paragraph with claims for breach of fiduciary duties
against former directors of United States Filter Corporation. If these lawsuits are ultimately determined
adversely to Vivendi they could have a material adverse effect on its financial position. Vivendi believes the
allegations to be without merit and intends to defend the suits vigorously.

PSG, a unit of Vivendi’s U.S. subsidiary Aqua Alliance, is cooperating with an ongoing investigation
by the Department of Justice arising from allegations that some members of the Houston City Council
received illegal payments from individuals in transactions among PSG, its consultants and municipal
officials with respect to the awarding of certain municipal contracts. Upon learning of the investigation,
Aqua Alliance initiated an independent investigation into these matters and placed PSG’s then President
on administrative leave of absence with pay. The PSG President, who has denied any wrongdoing, resigned
from PSG on December 4, 1996. Formal and informal document requests made by, and conversations with
representatives of, the Department of Justice suggest that the scope of the investigation includes whether
representatives and consultants of PSG, retained by PSG to assist it in advising local authorities regarding
the privatization of water and wastewater systems, made or were involved in the making of any illegal
payments. To date, no charges of wrongdoing have been brought against PSG or any PSG executive or
employee by any grand jury or governmental authority. However, at this time, Vivendi is unable to
determine what criminal charges or civil claims, may be brought by governmental authorities as a result of
this investigation.

Lawsuits were filed on September 22, 1999 and February 10, 2000 in the Commonwealth Court in
Arecibo, Puerto Rico against, among others, Compania de Aquas de Puerto Rico (“CAPR”), an indirect
subsidiary of Vivendi Environnement. The complaints allege that CAPR, which operates numerous water
and water treatment plants in Puerto Rico, has unlawfully allowed its Barceloneta plant to emit offensive
odors and toxic substances in the environment, and has thereby harmed the health of the plaintiffs, a
group of local residents. Vivendi does not believe the suits will have a material adverse effect on its
business and intends to defend them vigorously.

A lawsuit was filed on April 7, 2000 in the Commercial Court of Paris by the Association de Défense
des Actionnaires Minoritaires seeking invalidation of a provision of Vivendi’s statuts that adjusts the rights
of shareholders who own in excess of 2% of the total voting power of Vivendi through the application of a
formula pursuant to which the voting power of those shareholders will be equal to that which they would
possess if 100% of the shareholders were present or represented at the meeting at which the vote in
question takes place. The complaint alleges that the provision improperly limits the number of votes that a
proxy may carry and improperly assimilates the voting rights of different shareholders. Vivendi believes the
allegations to be without merit and intends to defend the suit vigorously.

On October 31, 2000, Vivendi and CANAL++ learned that the Association de Défense des
Actionnaires Minoritaires was considering legal action intended to prevent the completion of the merger
transactions alleging that CANAL+ has improperly issued ordinary shares in bearer form and that
CANAL+ shareholders have not received “certificates of guaranteed value” in connection with the merger
transactions. To the best of Vivendi’s and CANAL++’s knowledge, no such action has yet been filed.
Vivendi and CANAL+ believe the allegations to be without merit and intend to defend vigorously any
action predicated upon such allegations.

Exchange Controls and Other Limitations Affecting Security Holders

French commercial code currently does not limit the right of nonresidents of France or non-French
persons to own and vote shares. However, nonresidents of France must file an administrative notice with
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French authorities in connection with the acquisition of a controlling interest in Vivendi. Under existing
administrative rulings, ownership of 20% or more of Vivendi’s share capital or voting rights is regarded as a
controlling interest, but a lower percentage might be held to be a controlling interest in some
circumstances depending upon factors such as:

* the acquiring party’s intentions; and

« the acquiring party’s ability to elect directors, and financial reliance by Vivendi on the acquiring
party.

French exchange control regulations currently do not limit the amount of payments that Vivendi may
remit to nonresidents of France. Laws and regulations concerning foreign exchange controls do require,
however, that all payments or transfers of funds made by a French resident to a nonresident be handled by
an accredited intermediary. In France, all registered banks and most credit establishments are accredited
intermediaries.

Selected Consolidated Financial Data

You should read the following selected consolidated financial data together with the section entitled
“— Management’s Discussion and Analysis of Financial Condition and Results of Vivendi’s Operations,”
and Vivendi’s consolidated financial statements.

Vivendi’s consolidated financial statements have been prepared in accordance with French GAAP,
which differs in certain significant respects from U.S. GAAP. Note 25 to Vivendi’s consolidated financial
statements describes the principal differences between French GAAP and U.S. GAAP as they relate to
Vivendi. See “— Management’s Discussion and Analysis of Financial Condition and Results of Vivendi’s
Operations” for a discussion of accounting changes, business combinations and dispositions of business
operations that affect the comparability of the information provided below.
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The information below and Vivendi’s consolidated financial statements are reported in euros. For your
convenience, Vivendi has also presented U.S. dollar amounts, calculated at the rate of €.995 to U.S. $1.00,
which is the noon buying rate at December 31, 1999.

At and for the year ended December 31,

U.S.$ Euros
1999 1999 1998 1997 1996 1995
Amounts in millions, except per share data
Income statement data:
Amounts in accordance with
French GAAP
Revenue ................. 41,814.0 41,622.5 31,737.1 25,476.6 25,293.4 24,843.3
Revenue outside France .... 17,911.3 17,829.3 10,313.0 8,204.8 7,793.0 7,212.2
Operating income. . ........ 2,291.0 2,280.5 1,331.4 595.5 546.4 211.8
Exceptional items, net...... (841.7) (837.8) 249.3 878.6 139.8 (208.4)
Goodwill amortization . .. ... 614.8 612.0 209.5 374.7 146.8 155.6
Minority interest........... 5.3 53 212.2 (115.1) (56.4) (194.0)
Net income............... 1,438.0 1,431.4 1,120.8 822.0 297.7 (562.0)
Basic earnings per share . ... 2.7 2.7 2.5 2.1 0.8
Dividends per share ........ 1.0 1.0 0.9 0.8 0.6 0.6
Amounts in accordance with
U.S. GAAP
Shareholders” Equity . ...... 17,032.5 16,954.5 10,258.4 — — —
Net income . .............. 247.2 246.1 565.2 — — —
Basic EPS................ 0.48 0.48 1.29 — — —
Diluted EPS .............. 0.47 0.47 1.25 — — —
Balance sheet data (at period
end):
Amounts in accordance with
French GAAP
Total Shareholders’ Equity .. 10,942.3 10,892.2 7,840.2 6,846.7 5,134.7 4,600.2
Minority interest........... 4,071.0 4,052.4 2,423.0 1,742.3 825.9 921.5
Total assets ............... 83,157.8 82,777.0 48,982.4 39,365.2 36,624.9 35,339.5
Total long term assets . .. ... 45,549.5 45,340.9 26,072.6 20,810.4 19,098.4 18,377.9
Net cash provided by
operating activities .. ... .. 1,415.9 1,409.4 2,897.9 1,601.1 2,502.0 3,112.6
Capital expenditure ........ 6,822.7 6,791.5 4,478.2 2,713.3 2,134.4 2,843.2
Net financial debt ......... 22,937.6 22,832.6 6,502.1 4,177.0 6,874.6 7,875.7
Other data
Adjusted EBITDA*........ 5,259.1 5,235.0 3,453.0 2,144.2 2,003.8 1,795.1

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. Vivendi considers operating income to be the key indicator of the operational
strength and performance of its business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of Vivendi’s performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA, as defined in this joint proxy statement-prospectus, may not be
strictly comparable to similarly titled measures widely used in the United States or reported by other companies.

252



For periods presented prior to January 1, 1999, Vivendi Consolidated Financial Statements have been
prepared in French francs and translated into euros using the official fixed exchange rate €1 = FF 6.55957,
applicable since January 1, 1999 (see Note 2 to Vivendi Consolidated Financial Statements).

At and for the year ended December 31,
U.S.$ Euros
1999 1999 1998 1997
Amounts in millions

Reconciliation of Adjusted EBITDA with
Operating Income:

Telecommunications . .............uutiniineinnennennn.. 1,379 1,372 674 331
Publishing and Multimedia.............. ... ... ... ...... 419 417 355
Audiovisual and Pay Television .......................... 86 86 13 (7
Internet .. ... . (51) (51) (4)
Communication . ............ . ... it 1,833 1,824 1,038 324
Water. oo 1,327 1,320 830 787
Waste Management.......... ... .. ... 622 619 495 355
Energy Services ... ......iiiii e 390 388 341 265
Transportation ... ..........eeutne it 183 182 144 97
FCC . 273 272 119
Environment . .. ... ... .. 2,795 2,781 1,929 1,504
Sithe ... . 193 192 256 218
Construction and Real Estate . ............................ 521 520 291 122
Others . ... .. (83) (82) (61) (24)
Adjusted EBITDA* . ... ... ... . 5,259 5,235 3,453 2,144
Amortization and depreciation . ........ ... ... ... ... ... (2,690)  (2,678)  (1,832) (1,314)
Expenses of replacement and repair of installation .......... (278) (276) (290) (235)
Operating Income . ......... ... .. ... ... ... ... 2,291 2,281 1,331 596

* Adjusted EBITDA is defined as operating income before amortization and depreciation, expenses of replacement and repair of
installation and equipment owned by local authorities. We consider operating income to be the key indicator of the operational
strength and performance of our business and adjusted EBITDA to be a pertinent comparative measure for investors. Adjusted
EBITDA should not be considered an alternative to operating or net income as an indicator of our performance, or as an
alternative to cash flows from operating activities as a measure of liquidity, in each case determined in accordance with generally
accepted accounting principles. In addition, adjusted EBITDA as defined in this Registration Statement may not be strictly
comparable to similarly titled measures widely used in the United States or reported by other companies.
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VIVENDI MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF VIVENDI’'S OPERATIONS

The following discussion of Vivendi’s operations should be read in conjunction with its financial
statements and related notes included elsewhere in this joint proxy statement-prospectus. The following
discussion contains forward-looking statements that involve risks and uncertainties, including, but not
limited to, those described in “Risk Factors.” Vivendi’s results may differ materially from those anticipated
in these forward-looking statements.

Since the introduction of the euro on January 1, 1999, Vivendi’s functional and reporting currency has
been the euro. Accordingly, Vivendi has prepared its 1999 consolidated financial statements in euros. The
consolidated financial statements for prior years have been prepared in French francs and have been
restated in euros for each period presented using the official fixed exchange rate €1 = FF 6.55957.
Therefore, the consolidated financial statements for prior years depict the same trends that would have
been presented had they been presented in French francs. However, because they were originally prepared
in French francs, they are not necessarily comparable to financial statements of a company which
originally prepared its financial statements in a European currency other than the French franc and
restated them in euros.

Six Months Ended June 30, 2000

Overview

The first half of 2000 was an important period for Vivendi, as it completed a number of strategic
actions begun in 1999. In accordance with its objective of focusing on communications and environmental
services, it implemented or initiated major divestitures in its construction, real estate and independent
power generation businesses:

 In February 2000, Vivendi reduced its interest in Vinci from 49.3% to 16.9%, receiving in exchange
€572 million. Vinci is now accounted for using the equity method (because Vivendi holds double
voting rights with respect to its shares of Vinci stock, it controls more than 20% of Vinci’s voting
power);

e In July 2000, Vivendi sold Nexity to a group of investors and to Nexity’s senior management for
€42 million. The sale did not affect Vivendi’s accounts for the period; Vivendi intends to sell its
remaining real estate assets, now held through Vivendi Valorisations, whenever favorable
opportunities arise;

 In April 2000, Sithe sold 21 independent power production plants to Reliant for €2.2 billion. In
August 2000, Vivendi entered into an agreement pursuant to which it reduced its stake to
approximately 30%.

In the Communications division, Vivendi continued to pursue its strategy of becoming a world leader
in communications services through a number of transactions:

* CANAL+ agreed to create three joint ventures with Lagardere, a French media company: two to
own and operate theme channels and one to oversee interactive services for new channels. In
connection with this transaction, Vivendi sold Lagardeére 34% and 27.4% of its interests in CANAL
Satellite and Multithématique, respectively;

 Vizzavi, Vivendi’s multi-access portal joint venture with Vodafone Air Touch Plc, began operations
in France. Progress towards rolling out Vizzavi across Europe continued,

 In June 2000, Vivendi announced that it had agreed to the merger transactions with Seagram and
CANAL+. Because the merger transactions have not yet occurred, they had no effect on Vivendi’s
accounts for the period.
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In addition, Vivendi acquired 100% of the Hungarian fixed telephony company United Telecom
Investment and 40% of Kencell Communication Limited, a Kenyan mobile telephony company. Internet-
related acquisitions included 100% of i-France and 22% of Scoot.com.

Major developments took place in the Environmental Services division as well:

e In July, 2000 Vivendi conducted an initial public offering of shares of Vivendi Environnement and
listed Vivendi Environnement on the Paris stock exchange. Approximately 37% of Vivendi
Environnement’s shares were sold to the French public and to institutional investors in France and
elsewhere. Because the initial public offering of Vivendi Environnement occurred in the second half
of 2000, the effect of Vivendi Environnement’s capital increase and related transactions on
Vivendi’s accounts is not reflected in its June 30, 2000 financial statements but will be reflected on
its December 31, 2000 financial statements.

 Vivendi announced an agreement pursuant to which Dalkia will consolidate its energy operations
with those of Electricité de France. This agreement is expected to close at the end of 2000.

In addition, Vivendi acquired several waste management businesses in Norway, Germany and the
United States and transportation-related assets from GTI.

Basis of presentation

Segmentation

As a result of Vivendi’s divestiture of construction, real estate and independent power generation
assets in the first half of 2000, information related to its remaining assets in Vivendi Valorisations (real
estate) and Sithe (independent power generation) are disclosed in the “other” category. As a result of the
formation of Vivendi Environnement, a “holding” category, which includes information related to Vivendi
in its capacity as parent company of Vivendi Environnement, is included as part of the environmental
services category.

Effect of change in accounting policies

From the beginning of 2000, Vivendi has applied new French accounting policies with respect to
consolidated accounts. Under these policies, Vivendi books profits and losses by using an average currency
exchange rate and records in the income statement the latent currency exchange conversion on assets and
liabilities expressed in foreign currency. The use of an average currency exchange rate reduced Vivendi’s
net income for the period by €8.5 million. The change in the currency exchange conversion policy
increased net income by €5.8 million and shareholders’ equity by €44.8 million.

Vivendi also decided to change its policy of accounting for expenses associated with the acquisition of
new customers for mobile telephony subsidiaries of Cegetel. These costs are now expensed immediately,
rather than being amortized over twelve months. This change increased Vivendi’s operating income by
€145.3 million, its net income by €31.7 million and decreased its shareholders’ equity by €160.5 million.

The following comparison reflects these changes in accounting policy both for the first six months of
2000 and for the first six months of 1999.

Consolidated Operations: Six Months Ending June 30, 2000 vs. Six Months Ending June 30, 1999

Revenue

Vivendi’s consolidated revenue rose to €19.4 billion for the first six months of 2000, up from €18.1
billion for the same period in 1999. Internal growth of 15.3%, and the positive impact of changes in
exchange rates (particularly in the U.S. dollar/euro exchange rate), more than offset the effect (11.1%) of
disposals net of acquisitions. The disposals relate to non-core businesses such as Nexity and Vinci. The
acquisitions relate to the effect of Vivendi’s earlier acquisitions of United States Filter Corporation,
Superior Services and Canal+. Both the Communications and Environmental Services divisions
experienced substantial internal growth.
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Divisional analysis

Six Months Six Months
Ended Ended

Revenue (€ million) June 30, 2000 June 30, 1999
Telecommunications . ............oueuueeneuneennon.. 2,465.3 1,912.6
Multimedia and Publishing........................... 1,624.5 1,654.1
Audiovisual and Pay Television ....................... 1,951.5 99.0
Internet . ... ... .. .. .. 14.9 23.6
Subtotal Communications ........................... 6,056.6 3,689.3
Woater ..o 6,050.2 4,048.2
Waste ... 2,377.6 1,483.4
Energy . ... 1,588.0 1,919.4
Transportation .............. .ot 1,505.2 1,085.4
FCC. 1,005.7 987.8
Subtotal Environment . .............................. 12,526.7 9,524.2
ConStruction . ...t 0.0 3,876.2
Real Estate .. ....... ... .. i, 0.0 982.3
Subtotal Construction and Real estate................. 0.0 4,858.5
Other . ... . 830.5 4.1
Total . ... . 19,413.8 12,076.1

Communications

The Communications division had revenue of €6.0 billion for the first six months of 2000, compared
to €3.7 billion for the same period in 1999. Of this 64% increase, 19.4% was the result of internal growth
in the telecommunications sector, caused primarily by a significant increase in demand for Vivendi’s
mobile telephony services. The remaining 44.8% resulted from acquisitions, principally of CANAL+ (the
additional 15% ownership interest acquired in September 1999 led Vivendi to consolidate CANAL+ fully
from the fourth quarter of 1999, having previously accounted for its interest using the equity method).

Telecommunications. Cegetel’s revenue increased to €2.5 billion, a 29.4% increase on a comparable
basis, from the first half of 1999 to the first half of 2000. SFR’s market share remained stable (36.5%) in
the period in terms of gross new customer acquisitions. Its user base increased from 7.34 million at the
end of 1999 to 8.45 million at the end of June 2000. The majority (54%) of the user base was comprised
of subscribers rather than pre-paid customers. Vivendi believes this to be an encouraging development, as
subscriptions have historically generated greater revenue per customer than pre-paid sales. Average revenue
per subscriber declined by €1 a month for subscription customers and by €4 a month for prepaid
customers. SFR’s cancellation rate was reduced by half over the period and its customer satisfaction rating
improved. Cegetel’s fixed telephony business increased its revenue by 35% despite a dramatic drop in
prices. Approximately one-half of residential customers and two-thirds of professionals leaving France
Telecom signed up for new contracts with Cegetel.

Multimedia and Publishing. Excluding the disposal of the Havas’ billboard advertising operations,
revenue generated by Vivendi’s multimedia and publishing segment increased by 6% in the period.
Multimedia revenue rose by more than 20% to €260 million and publishing revenue rose 4.2% to €1.2
billion. Revenue generated outside France (€0.7 billion) was up 14.3%, primarily as a result of the growth
of Havas Interactive.

Audiovisual. Vivendi’s audiovisual segment contributed €1.95 billion to Vivendi’s total revenue in the
first six months of 2000, a figure that would have represented a 19.5% increase from the first six months of
1999 had Vivendi consolidated CANAL+ in the latter period (before September 1999, Vivendi did not
include CANAL++ revenue in Vivendi’s total revenue.) The increase is mainly attributable to increased
subscription revenue which rose 14%, mainly in Italy (33%) and France (23% for CANALSatellite).
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Environmental Services

Vivendi’s Environmental Services division recorded revenue of €12.5 billion for the first six months of
2000, compared to €9.5 billion for the first six months of 1999, an increase of 31.5%. Approximately 13.8%
was due to internal growth, which resulted primarily from new contracts and from the full effect of
contracts won in the preceding years. The remainder is attributable to external growth, principally the full
effect of Vivendi’s earlier acquisitions of United States Filter Corporation and Superior Services, partially
offset by the reclassification of Sithe from the Environmental services to the segment “Other”.

Water. Vivendi’s water segment generated revenue of €6.1 billion in the period, an increase of 49.5%
over the same period in 1999. This increase resulted principally from the full effect of the acquisition of
United States Filter Corporation, which was integrated in May 1999. Internal growth for water as a whole
was 13.4%. In France, revenue was €2.7 billion, with internal growth of 4.3%. The growth derives from
increases in the volume of water distributed and in construction activities. Qutside France, the internal
growth (22.8%) resulted primarily from the full effect of the Berlin contract and to the commercial
development in North America.

Waste Management. The waste businesses generated revenue of €2.4 for the first six months of 2000,
an increase of 60.3% over the same period in 1999, largely due to the acquisition of Superior Services and
Waste Management’s hazardous waste assets (both of which were consolidated in mid-1999). Internal
growth was 13.9%. In France, internal growth resulted primarily from increases in paper prices and
increased volumes in the urban services and industrial businesses. Outside France, internal growth (14.3%)
derived from the expansion in the United Kingdom, Australia and the United States.

Energy. Vivendi’s energy-related revenue decreased 17.3% to €1.6 billion in the period. Excluding
the reclassification of Vivendi’s interest in Sithe under “Other,” revenue increased 10.2%, of which 9.4%
was internal growth. New cogeneration equipment in France and expansion in Moravia led to most of the
internal growth.

Transportation. Vivendi’s transportation business generated €1.5 billion in revenue in the first six
months of 2000, up 38.7% over the same period in 1999. Excluding the effect of the GTI acquisition,
internal growth was 21%, primarily as a result of new contracts such as the Stockholm metro contract and
the Hillside rail contract.

FCC. FCC generated revenue of €1 billion in the first six months of 2000. Internal growth was
14.5% excluding the effect of deconsolidating Vivendi’s real estate operations (which have been accounted
for under the equity method since the beginning of 2000).

Construction and Real Estate
Due to Vivendi’s disposals of its interests in Nexity and Vinci, revenue from the construction and real
estate businesses is no longer included in Vivendi’s consolidated revenue. Revenue generated by those

businesses amounted to €4.9 billion for the first six months of 1999; the remaining assets generated €0.1
billion in revenue in the same period in 2000. This revenue is now included in the “Other” category.

Other

“Other” revenue amounted to €830 million in the first six months of 2000. Revenue from Sithe
amounted to €709 million, compared to €480 million in the first six months of 1999.
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Geographic breakdown of the revenue

The breakdown of the revenue by geographic area is as follows:

Six Months Ended Six Months Ended

June 30, 2000 June 30, 1999
(€ billion)
France ........ ... .. .. .. . . . . . 10.0 11.2
Euro zone outside France .. ................... 2.7 2.4
Europe outside the Euro zone ................. 2.2 2.2
AMETICAS . .. oottt e 3.7 1.8
Others . ... e 0.8 0.6
Total . ... ... ... . . 19.4 18.2

France

In France, communications-related revenue amounted to €4.6 billion, compared to €3.1 billion for the
first six months of 1999. Of this increase, 32% was the result of acquisitions, primarily of the additional
interest in CANAL+ in September 1999. The internal growth, 20%, was fuelled primarily by the
telecommunications businesses (Cegetel’s revenue, for example, grew 29.2%). Multimedia and publishing
revenue increased 1.8%. Internal growth in the Environmental Services division, which generated €5.3
billion in revenue in the period, was up 7.7%, principally due to increased activity in the waste
management (up 13.5%) and energy segments (up 11.2%). Revenue generated in France by the residual
assets managed by non-core businesses amounted to €0.1 billion in the period. For the first six months of
1999, revenue generated by Nexity and Vinci was €3.4 billion. For Vivendi as a whole, internal growth in
France was 12.2% for the period.

Outside France

Revenue generated outside France was up 36.7% to €9.4 billion in the period. Of this increase, 19.6%
was internal growth. Revenue generated outside France represented 48% of Vivendi’s consolidated revenue,
reflecting the company’s continued international expansion.

In the “euro zone” outside France, the bulk of the revenue was generated in Germany (€0.7 billion)
where growth was fuelled by the Berlin water contract, and Spain (€1.0 billion, principally from FCC).

The United Kingdom is Vivendi’s largest market in European countries outside of the Euro zone. In
the first six months of 2000, U.K. revenue was €1.4 billion, up 1.6% from the same period in 1999. The
bulk of the activity was generated by the Environmental Services division (€1.3 billion). Excluding
changes is subsidy levels, all the environmental activities generated increased revenue, including
transportation. The apparent decline in transportation revenue was due to a significant fall in subsidies
received, which was partially offset by growth in traffic. Revenue from the Communications division (€0.1
billion) increased by 4.7%.

Growth in Scandinavia (which is also part of Europe outside the Euro zone) is attributable to the
Stockholm subway contract won in the second half of 1999.

In the Americas, Vivendi’s revenue more than doubled in the first six months of 2000 to €3.7 billion,
principally due to the acquisitions of United States Filter Corporation (€1.8 billion), Superior Services and
Waste Management’s hazardous-waste assets (€467 million). A significant portion of Vivendi’s internal
growth was the result of a steady increase in medical publishing and multimedia revenue.

Elsewhere, revenue generated in the Asia/Pacific region almost doubled in the first six months of
2000 to €0.6 billion, primarily because of the United States Filter Corporation acquisition (€168 million),
strong internal growth for transportation in Australia and important new projects undertaken by Sithe in
Asia.
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Expenses

Vivendi’s total operating expenses amounted to €18.3 billion in the first six months of 2000, a 5.9%
increase over the first six months of 1999. The increase was modest compared to the increase in revenue,
largely because of the divesture of low-margin businesses. Operating expenses in construction and real
estate (27% of Vivendi’s activities for the first six months of 1999) represented 99% of the revenue
generated in those businesses, while the operating expenses in Vivendi’s core businesses amounted to 94%
of the revenue generated.

On a comparable basis (excluding the effects of changes in the scope of consolidation and currency
exchange rates), operating expenses increased 15.6%, in line with revenue growth. On a comparable basis,
operating expenses in the Communications division rose 16.5%, while revenue rose by 19.3%. This
improvement is attributable to increasingly effective cost control policies, especially in the
telecommunications segment. The Environmental Services division’s operating expenses grew by 14% on a
comparable basis in the first six months of 2000, while revenue rose by 13.7%. Productivity gains in
Vivendi’s French operations were offset by increased development costs associated with Vivendi’s
international expansion.

Operating Income

The table below summarizes the contributions of Vivendi’s business segments to the operating income
generated in the first six months of 1999 and 2000:

Six Months Six Months
Ended Ended
June 30, 2000 June 30, 1999

(€ million)

Operating Income

Telecommunications .................ciiiinirinenn.. 280.7 102.8
Multimedia and Publishing.................. ... .. .. 116.3 98.2
Audiovisual and Pay Television ....................... 1.5 (1.3)
Internet .. ... .o (71.5) (38.1)
Subtotal Communications ........................... 327.0 161.6
Water ..o 440.1 273.5
Waste ..o 187.5 116.4
Energy ... 118.1 168.1
Transportation ...............co it 57.9 49.8
FCC . 94.6 90.7
Holding . ... .. o (31.5) 0.0
Subtotal Environment . .............................. 866.7 698.5
CoNnStruCtON . . ..ottt e 0.0 26.8
Real Estate . ... 0.0 (1.8)
Subtotal Construction and Real Estate ................ 0.0 25.0
Other . ... (33.9) (45.1)
Total . ... 1,159.8 840.0

The 38.1% increase in operating income is a product of Vivendi’s growth strategy for its
Communications and Environmental Services divisions. Operating income in Communications doubled to
€327 million. The Environmental Services division generated an increase of 24% (excluding the effect of
the deconsolidation of Sithe, the increase was 36%). The global improvement in Vivendi’s operating
income was reached despite the divestitures of Vinci and Nexity. Excluding acquisitions and changes in
currency exchange rates, operating income grew 15.6%.

The principal operations acquired since June 30, 1999 generated operating income of €97 million.
These operations consist of the additional interest in CANAL+, United Telecom Investments, several
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acquisitions in medical publishing and purchase of some environmental assets (the Waste Management
hazardous waste assets and the GTI transportation assets). Operations disposed of since the end of
June 1999 generated operating income of €51 million in the first six months of 1999.

Communications

Telecommunications. Operating income generated by Vivendi’s telecommunications businesses
increased from €102.8 million in the first six months of 1999 to €280.7 million in the first six months of
2000. The mobile telephony businesses (principally SFR) benefited from the general growth in the market.
Operating income rose by 46% and operating margins by 2 points in a difficult competitive environment:
Customer acquisition costs in France are the highest in Europe, although they declined in the second
quarter. Operating losses generated by the fixed telephony businesses (Cegetel Entreprises and Cegetel 7)
declined by half despite a very competitive market. Increased economies of scale resulting from an
increased customer base, the rise of Internet traffic and a cost control policy largely offset a decline in
prices for voice traffic. Vivendi Telecom International pursued its development in Hungary, generating
operating income of €12.8 million.

Multimedia and Publishing. The multimedia and publishing segment contributed €116.3 million to
Vivendi’s operating income in the first six months of 2000, representing an increase of 28% on a
comparable basis. Havas’s performance was in line with Vivendi’s goal of improving its operating margin.
In Havas’s general public operations, operating income generated by Havas Interactive improved
significantly. The education and reference operations grew also, due to new multimedia products and
increased international activity.

Audiovisual and Pay Television. Operating income generated by the audiovisual and pay television
segment in the period was in line with Vivendi’s expectations.

Internet. The Internet segment generated an operating loss of €71.6 million, mainly as a result of
start-up costs and the setting up of new sites and portals.

Environmental Services

Water. The water segment contributed operating income of €440.1 million to Vivendi’s total for the
first six months of 2000, an increase of 61.0% over the same period in 1999. The increase was largely due
to the effect of the United States Filter Corporation acquisition. Growth on a comparable basis was 9.2%,
compared to internal revenue growth of 13.4%. Internal growth was the result of increased activity and
continued cost cutting efforts in France, improved volume in distribution and water treatment in North
America and the effect of the Berlin water contract.

Waste Management. Operating income generated by the waste management sector totaled €187.5
million for the period, an increase of 61%. Excluding the impact of the integration of Superior Services
and the Waste Management assets, the increase would have been 19.8%. The bulk of the growth came
from France (due to increasing paper prices, an increase in treated volumes and new contracts). Outside
France, the operating income benefited from growth in the United States, Australia, Germany and Ireland.

Energy. Including the effect of the reclassification of Sithe, energy-related operating income declined
30% to €118.1 million in the period. Excluding the reclassification, operating income rose 11.7%. Overall
growth on a comparable basis stood at 8%, an increase primarily linked to increased volumes in Eastern
and Central European countries, particularly in Moravia.

Transportation. Operating income in transportation was €58 million for the period, an increase of
16.3% (a 4.2% increase on a same facility basis). This increase was primarily the result of the Stockholm
metro contract and the Hillside contract, partially offset by increasing fuel prices.

FCC. FCC’s contribution to Vivendi’s operating income was €95 million for the first six months of
2000. Internal growth was 11% excluding the effect of the deconsolidation of the real estate businesses.
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Construction and Real Estate

Due to the disposals of Vivendi’s interests in Nexity and Vinci, the construction and real estate
segments no longer contribute to Vivendi’s consolidated operating income. The operating income generated
by those segments amounted to €25 million for the first six months of 1999. The remaining assets
generated operating losses of €43 million (included in “other”).

Other

Operating losses of Vivendi’s other businesses amounted to €33.9 million for the first six months of
2000, including Sithe’s operating income (€108.8 million) and losses generated by Vivendi’s remaining real
estate assets (€43 million) and holding company costs.

Financial Expenses/Income

Vivendi’s net financial expense was €209.2 million for the first six months of 2000, as compared with
a profit of €0.3 million for the first six months of 1999. This decline was due largely to an increase of
€347.1 million in Vivendi’s financing costs, which grew as a result of Vivendi’s 1999 acquisitions. Vivendi’s
average cost of debt fell from 5.31% to 5.14% in the period. Vivendi recognized €434.8 million in capital
gains in 2000 (up from €288.6 million in 1999), primarily in connection with the sale of portfolio
securities, including the sale of treasury shares and shares of Alcatel. Allowances for financial provisions
include allowances for financial risks (€27 million) and depreciation of non-consolidated securities invested
by the Internet segment through investment funds (€22.7 million). Vivendi’s financial expense/income is
restated by the effect of the use of the average currency exchange rate (resulting in income of €83
million).

Income From Operations Before Exceptional Items and Taxes

Vivendi’s income from operations before exceptional items and taxes reached €950.6 billion for the
first six months of 2000, up 13.1% from 1999. This growth results from the improvement in operating
income described above.

Exceptional Items, Depreciation, Amortization and Provision for Exceptional Items

In the first six months of 2000, Vivendi recorded net exceptional income of €1.8 billion, compared to
€94.1 million in income in the same period in 1999. The following items explain the 2000 net exceptional
income:

€1,865.8 million in capital gains, of which €374.7 million was realized in connection with the sale
of a 32.4% ownership interest in Vinci, €340.7 million in connection with the sale by Sithe of 21
independent power production plants to Reliant; €433.8 million in connection with the sale of
CANAL Satellite and Multithématiques shares to Lagardere; €86 million in connection with the sale
of a CANAL+ subsidiary; and €71.4 million in connection with the flotation of a different CANAL+
subsidiary;

€473.3 million in income recognized in connection with the dilution of Vivendi’s stake in BSkyB
in connection with a transaction between BSkyB and Kirch, a German company;

€18.3 million in restructuring expenses, net of allowances and releases, principally related to Sithe
Energies and Dalkia;

€69.0 million in exceptional charges. The largest items in this category were a €23.5 million
increase in provisions related to assets of Vivendi’s U.K. water operations and an €18.9 million
increase in provisions related to CANAL+’s film library.
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Equity in Net Income of Affiliates

Vivendi’s share of the net expense generated by the companies it accounts for using the equity
method was €102.0 million for the period, compared with €55.7 million for the same period in 1999. This
category consisted primarily of the net expense generated by BSkyB (€80.9 million), Elektrim (€38.9
million) and profits generated by Vinci (€13.3 million) and Nexity (€17.5 million).

CANAL+, which has been consolidated since the fourth quarter of 1999, was accounted for using the
equity method in the first six months in 1999. Its subsidiaries contributed a net expense of €32.6 million to
Vivendi’s total, compared with an expense of €12.1 million in the first six months of 1999 for CANAL+
and its subsidiaries.

In the first six months of 1999, Audiofina contributed €37.1 million, and Cofiroute €10.4 million, to
Vivendi’s total net income. Audiofina was sold at the end of 1999; Cofiroute is now accounted for as part
of Vinci.

Income taxes and deferred tax

Vivendi’s income tax and deferred tax expense was €695 million for the first six months of 2000,
compared to a gain of €70.6 million for the same period in 1999. The deferred tax expense was €291.2
million, as compared to a gain of €265.8 million for the first half of 1999. The 2000 figure principally
reflects the use of deferred tax assets booked prior to 2000 in connection with disposals (such as Vinci,
CANAL Satellite and Multithématiques) made in the first six months of 2000. In the first six months of
1999, the €265.8 million gain was associated primarily with deferred tax assets reduced due to the use of
loss carryforwards of €296.9 million. Vivendi currently expects to use additional loss carryforwards in 2000.

Goodwill amortization

Goodwill amortization increased from €147.8 million to €252.4 million in the period. This increase
was due to the rise of recurrent amortization (€194.3 million versus €115.5 million), primarily attributable
to newly consolidated companies (especially USFilter, CANAL+ and Vivendi Telecom International).
Non-recurrent goodwill amortization amounted to €58.1 million and included a provision of €36.9 million
in connection with tax assets of Vivendi’s real estate operations.

Net Income

Vivendi’s consolidated net income rose 67.2% to €1,416.5 million in the first six months of 2000. This
corresponds to net earnings per share of €2.36, compared with €1.71 per share for the first six months of
1999, a 38.3% increase. In the first six months of 2000, due to a capital increase that occurred in 1999, the
average number of shares grew from 495.3 million to 600.2 million.

Expected Results for 2000

For 2000 as a whole, Vivendi expects continued improvement in the performance of its
Communications and Environmental Services divisions for the remainder of 2000.

1997-99

Overview

Vivendi grew substantially in the 1997-99 period, both in terms of revenue (€25.5 billion in 1997
compared to €41.6 billion in 1999, representing a 27.8% compound annual growth rate) and operating
income (€596 million in 1997 compared to €2.3 billion in 1999, or a 95.7% compound annual growth
rate). Revenue generated by its Communications division grew at an annual rate of 126.9%, from
€1.7 billion to €8.6 billion, and its operating result went from a €199 million loss to a €552 million profit.
In the Environment business, revenue increased by 25% a year to €22.4 billion, and operating income by
40% per year to €1.6 billion.
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Vivendi’s growth was driven by both significant internal revenue growth (9.5% a year over the period)
in its Communications and Environmental divisions, and through its policy of selective acquisitions in its
core strategic businesses.

Internal Growth

Communications

Vivendi’s goal is to become a leading European communications company. It intends to achieve that
goal by aggressively expanding its ability to provide high-value added content and services over the full
range of media: internet, television, print and mobile and fixed telephony. In the 1997-99 period, following
this strategy has resulted in internal growth of 50% a year.

Access. Vivendi’s provision of access to communications services expanded rapidly in the 1997-99
period, chiefly due to a dramatic increase in demand for its mobile telecommunications services, which
grew an average of 54% per year during the period. Cegetel’s mobile phone subscriber base grew by more
than 5 million during the period (from 2.23 million at the end of 1997 to 7.34 million at the end of 1999).
Meanwhile, operating income reached €581 million in 1999, compared to a €40 million loss in 1997. SFR
benefited from the dramatic expansion of the French market, where the mobile telephony penetration rate
has tripled from 10% at the end of 1997 to 33.8% at the end of 1999. SFR was able to maintain its market
share at 36% while generating more revenue per subscriber than its main competitors.

Internal growth in telecommunications was also the result of Cegetel’s expansion in the fixed-line
consumer and professional markets, which were opened to competition in January 1998. Cegetel also
benefited from growth in the Internet and data communications markets, which together represented the
bulk of its fixed-line market growth over the 1997-99 period. Cegetel’s revenue in the fixed-line market
rose from €28.5 million in 1997 to €143.5 million in 1999. In the long distance fixed-line segment, Cegetel
had 1.1 million clients as of December 31, 1999, having had none at the end of 1997.

Content. Vivendi’s publishing and multimedia segment generated internal growth of 6.2% over the
period, helped by an improving advertising market in France and by the launch of several new periodicals.
Vivendi expects the merger transactions to spur substantial internal growth in both its content and access
activities.

Environment

In the 1997-99 period, Vivendi’s Environment division capitalized on its historic competitive
advantages to generate internal revenue growth of 8%. Primarily as a result of a €266 million cost cutting
program, it was able to achieve internal growth in operating income of 11%.

Internal revenue growth was principally due to a number of new contracts, including contracts to:

 provide water and wastewater services to the city of Berlin through a partnership with RWE and
Allianz (generating annual revenue of approximately €600 million) (the “Berlin water contract”).

« operate the Stockholm metro (annual revenue of approximately €180 million) (the “Stockholm
metro contract”).

* operate a rail franchise from Hillside to Melbourne, Australia (annual revenue of €120 million,
beginning September, 1999) (the “Melbourne contract™).

As a result of these and other new contracts, Vivendi had at the end of 1999 more than 80 million
clients in the water sector, waste management capacity of 25 million tons a year, 40,000 energy services
customers and transportation volume of one billion passengers a year.
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Growth Trends and Material Uncertainties

Vivendi believes that it can continue to achieve substantial growth in 2000 and beyond. The key
industry factors that will enable Vivendi to sustain significant internal growth in its two core businesses are:

e In the Communications division, continuing growth in the mobile telephony sector, particularly in
mobile data and wireless internet services, and increasing demand for multimedia services, which
Vivendi intends to exploit by leveraging its key content assets, including those it will acquire in the
Seagram transactions.

 In the Environmental division, the acceleration of the trend towards privatization in the municipal
market. Ten percent of the worldwide operating and management (“O&M”) water market is
currently privatized. Vivendi estimates that this percentage will grow to 35% by 2015. Similarly,
although the O&M industrial water market is only 1% privatized today, it is growing at over 20% a
year. Vivendi anticipates similar growth trends in its other environmental businesses.

The factors that may cause Vivendi’s expectations not to be realized include, but are not limited to,
those described in “Introduction — Risk Factors.”

External Growth

The following is a summary of some of the material transactions and developments during the 1997-
99 period in each of Vivendi’s core businesses.

Communications

Over the 1997-99 period, Vivendi supplemented the strong internal growth in its Communications
businesses discussed above by entering into joint ventures and acquisitions that significantly expanded its
telecommunications, audiovisual and publishing assets.

Telecommunications.

o Cegetel acquired a 49.9% ownership interest in TD through investments made in July 1997 and
December 1998 for a total price of €518.2 million (the “TD acquisition’). Through this acquisition,
SNCF and Cegetel agreed jointly to make use of TD’s fixed long distance network. Vivendi
accounts for TD using the equity method. TD reduced Vivendi’s net income by €17.1 million in
1998 and by €1.1 million in 1999.

 In accordance with Vivendi’s strategy of developing an international telecommunications customer
base through acquisitions in high-potential countries, it purchased a 49% interest in a joint venture
with Elektrim, a company that controls the leading Polish mobile telephony operator and the Polish
cable operator Bresnam. The acquisition took place in December 1999. The total purchase price
was €1,198.8 million.

Audiovisual and Pay Television:

 Vivendi purchased an additional 15% interest in CANAL+ in September 1999 for €1,374 million,
increasing our total interest in CANAL+ to 49% and giving us control of the company. CANAL+
would have reduced Vivendi’s operating income by €23 million in 1999 had it been included for the
full year.

* Also in September 1999, Vivendi acquired a 24.4% equity interest in BSkyB, the leading pay-
television company in the United Kingdom and Ireland, through a merger with Pathé and a
purchase of BSkyB shares from Granada and Pearson. The total purchase price was €1,258.8
million. Vivendi accounts for BSkyB using the equity method. BSkyB reduced Vivendi’s net income
by €13.7 million in 1999, and would have reduced net income by €141 million had it been included
for the full year.
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 In July 2000, Vivendi issued a series of exchangeable notes with an aggregate principal amount of
€1.44 billion. Each note has a nominal value of €24.22 and is exchangeable for one share of BSkyB
stock. Vivendi may elect to give noteholders who exercise their exchange rights the cash equivalent
of the then-prevailing market price of the BSkyB stock rather than the stock itself. The notes bear
interest at 1% per annum and are scheduled to mature on July 20, 2003.

Publishing and Multimedia. Acting on Vivendi’s belief that controlling content and value-added
services is a key competitive advantage for a telecommunications operator, it made a number of substantial
content-related acquisitions in the 1997-99 period. It acquired 29.3% of Havas, then a multi-services
communications company, in February 1997 and merged with it effective January 1, 1998. In 1998 and
1999, it significantly expanded Havas’ international presence through a number of acquisitions:

» At the end of 1998, Vivendi acquired Cendant Software (now Havas Interactive), the world’s
second leading developer of educational and games computer software, for €678 million (the
“Havas Interactive acquisition”). Havas Interactive contributed €47.4 million to Vivendi’s operating
income in 1999 (€66.7 million before amortization).

e In September 1998, Vivendi acquired Anaya, a Spanish publishing firm, for €199.7 million (the
“Anaya acquisition”). Anaya contributed €30 million to Vivendi’s operating income in 1998 and
€10.2 million in 1999 (in 1998, the contribution reflected Anaya’s results only for the second half of
the year, when its performance is generally superior to that achieved in the first half).

e In August 1999, Vivendi acquired MediMedia, a company specializing in the publication of medical
information, for €237 million (the “MediMedia acquisition”). MediMedia contributed €10.7 million
to Vivendi’s operating income in 1999.

Havas contributed €252 million to Vivendi’s operating income in 1998 and €355 million in 1999.
Vivendi believes that its contribution to the value of its company is even greater than these numbers
suggest, however. Through Havas, Vivendi has dramatically increased the library of content it can offer
users of its communications systems; as a result, Vivendi believes that it has substantially enhanced the
value of those systems.

Environment

Over the 1997-99 period, Vivendi complemented internal growth in its environmental businesses with
growth delivered by joint ventures and acquisitions that significantly expanded its asset base:

e Water. Vivendi Water revenue grew 27% a year over the period. Internal growth averaged 4.7% a
year, helping lead to Vivendi’s €10.7 billion in 1999 environmental revenue. Meanwhile, operating
income grew by 44% a year to €793 million in 1999, including internal growth of 7% a year,
partially as a result of a cost reduction program initiated in 1997.

Pursuant to Vivendi’s strategy of making opportunistic acquisitions of environmental companies,
Vivendi complemented its internal growth primarily through the acquisition of United States Filter
Corporation, the world’s leading manufacturer of water equipment and water treatment systems
(the “United States Filter Corporation acquisition”). Vivendi acquired United States Filter
Corporation in April, 1999 for €5,801 million. United States Filter Corporation contributed €339
million to Vivendi’s operating income in 1999. It would have contributed €475 million had it been
included for the full year.

e Waste. Revenue in the waste sector grew 26% a year over the 1997-99 period, reaching €3.5
billion in 1999, with a balance of internal growth and acquisitions. Growth in operating income was
similar. Vivendi’s primary waste-related acquisitions were in furtherance of its strategy of expanding
in both Europe and the United States. They included:

— a controlling stake in Superior Services, a U.S. waste management company, acquired in
June 1999 for €932.2 million (the “Superior Services acquisition”). Superior Services
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contributed €25 million to Vivendi’s operating income in 1999 and would have contributed
€29 million had it been included for the full year;

— €103.5 million of hazardous waste-related assets from Waste Management, Inc. in
March 1999 (the “Waste Management acquisition”). These assets contributed €13.3 million
to Vivendi’s operating income in 1999, and would have contributed €26 million had they been
included for the full year; and

— a controlling stake in Leigh Interest, a British waste management company, acquired in
August, 1997 for €185.5 million (the “Leigh Interest acquisition”). Leigh Interest contributed
€21.1 million to Vivendi’s operating income in 1998 and, combined with Vivendi’s other U.K.
units, €36.8 million in 1999.

Transportation. Revenue in transportation grew 21% a year over the 1997-99 period, reaching €2.4
billion in 1999, with a mix of internal growth, primarily as a result of new contracts, and
acquisitions. Operating income growth was 45% per year, caused in part by productivity gains.
Vivendi’s primary transportation-related acquisition was its purchase in December 1997 of a
controlling stake in Linjebuss, the leading transportation company in Scandinavia, for €156 million
(the “Linjebuss acquisition”). Linjebuss contributed €16.3 million to Vivendi’s operating income in
1998 and €7 million in 1999.

FCC. 1In October 1998, in order to reinforce Vivendi’s presence in the fast growing Spanish
market, it acquired a 49% interest in the holding company that owns 56.5% of FCC (the “FCC
acquisition’”). Vivendi acquired this interest for €794.2 million. It proportionally consolidated FCC
in its financial statements based on its interest in the holding company. FCC contributed €75
million to Vivendi’s operating income in 1998 and €191 million in 1999.

Divestitures

In 1995, Vivendi was involved in dozens of unrelated businesses. That year, it began to implement a
long-term strategy of focusing on just two: communications and environmental services. It pursued that
goal aggressively in the 1997-99 period, making substantial disposals of non-core assets.

Communications

In communications, the bulk of Vivendi’s streamlining effort in 1997-99 was directed towards focusing
Havas, which was highly diversified when Vivendi acquired it, on its multimedia and publishing operations.
To that end, Vivendi sold:

e Havas’ yellow pages businesses to France Telecom for €411 million;
e IP, an advertising management agency, to CLT for €207 million; and
« Havas Voyages, a travel agency, to American Express Voyages, for €167 million.

The proceeds of these sales have been distributed to Havas’ shareholders as part of Havas’ merger
with Vivendi. Further sales included:

e Havas’ billboard advertising operations to the Decaux group for €877 million (the “billboard
advertising sale”), generating a capital gain of €575 million;

* 9% of Havas Advertising to a group of investors for €198.4 million (the “Havas Advertising sale”),
generating a capital gain of €148.7 million; and

 Vivendi’s interest in Audiofina to Groupe Bruxelles Lambert for €704.1 million at the end of 1999,
leading to a capital gain of €275.2 million (the “Audiofina sale”).
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Construction and Real Estate

Vivendi disposed of a substantial number of non-core real estate assets in 1997-99, including €1.2
billion of real estate assets to Unibail, Accor, Blackstone and Colony in 1999 (the “1999 real estate
sales”), and €640 million of real estate assets to SITQ in 1997 (the “SITQ sale™).

Other

Other disposals of non-core assets included Vivendi’s sale of 24.6% of Electrafina, a holding company
with investments in Suez Lyonnaise des Eaux, Audiofina and a number of international oil operations, to
Groupe Bruxelles Lambert for €1.1 billion in June 1998 (the “Electrafina sale™).

Basis of Presentation

Inclusion of Acquisitions

Information regarding businesses and interests Vivendi acquired between January 1, 1997 and
December 31, 1999 is included only from the date of acquisition. For example, Vivendi includes only eight
months of results for United States Filter Corporation because Vivendi acquired it at the end of
April 1999. Subject to that qualification, the information below consolidates all of the businesses and
interests Vivendi held at the end of 1999.

Formation of Vivendi Environnement

Vivendi Environnement was formed at the end of 1999. It brings together the majority of Vivendi’s
water, waste management, energy services and transportation businesses, as well as its interest in FCC.
Vivendi transferred Générale des Eaux, Dalkia, United States Filter Corporation, Companie Générale
d’Entreprises Automobiles and its interest in FCC to Vivendi Environnement in December 1999. Vivendi
has not transferred all its environment-related subsidiaries or contracts to provide environmental services.
The following information related to Vivendi’s environmental segments includes (i) certain environment-
related operations, contracts and subsidiaries not currently part of Vivendi Environnement and
(ii) Vivendi’s interest in Sithe, although it has not transferred that interest to Vivendi Environnement and
does not intend to do so. Vivendi has agreed to transfer to Vivendi Environnement the operating income
Vivendi receives under some environmental contracts that it has not yet transferred to Vivendi
Environnement.

Disposition of Real Estate Assets

In 1995, Vivendi regrouped its real estate business in its wholly-owned subsidiary CGIS. In response
to the real estate crisis of the early 1990s in France, CGIS substantially restructured the business and
entered into a divestiture program pursuant to which it has sold over €3 billion of real estate assets since
1995.

In 1999, as part of this divestiture program, CGIS sold 40 hotels, mainly in Paris, and a group of
office, retail and multi-purpose facilities (with 299,250 square meters of leaseable space and ancillary areas
and 2,956 parking spaces).

These sales resulted in the recognition of a net capital loss of €384 million.

As part of Vivendi’s strategy of focusing on its two core businesses, Communications and
Environment, it has decided to withdraw from the real estate business in 1999. As a result:

» Vivendi sold Nexity to a group of investors in July 2000. Nexity (formerly New CGIS) regroups
Vivendi’s ongoing real estate businesses. No significant capital gain arose from this disposal; and

 Vivendi intends to sell Vivendi Valorisations (formerly CGIS Cantonnement) assets whenever
favorable opportunities arise. Vivendi Valorisations regroups various real estate assets that cannot
easily be transferred or sold. As part of this strategy, Vivendi has reviewed the value of its real
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estate assets through a future cash-flow analysis and, as a result, has recognised an additional
reserve of €890 million in its 1999 accounts.

In total, Vivendi incurred real estate-related losses of about €240 million in 1999, net of reversal of
provisions and deferred tax assets.

Taxes

Vivendi files a consolidated tax return for all its French subsidiaries in which it has an ownership
interest of 95% or more, as does Vinci. Vivendi booked deferred tax assets on net operating loss
carryforwards and on timing differences when, in its opinion, it was more likely than not that some or all
of the deferred tax assets would be realized. At each closing date, in light of the forecasted taxable
incomes of each tax entity, Vivendi reviewed such judgments.

At the end of 1998, Vivendi concluded that only a portion of its tax group’s total tax loss
carryforwards and timing differences could be offset against future taxable income. Vivendi estimated that
only the losses expiring in 2002 and 2003 would be used. In 1999, Vivendi initiated and/or announced a
number of transactions from which it anticipates realizing substantial capital gains. Because of the
expected increase in its future taxable incomes, Vivendi has revalued the expected tax savings of its tax
loss carryforwards at €1 billion.

Consolidated Operations: 1999 vs. 1998

Revenue

Vivendi’s consolidated revenue rose to €41.6 billion in 1999 from €31.7 billion in 1998. Of this 31.2%
increase, 19.6% resulted from acquisitions, primarily of United States Filter Corporation and Superior
Services, Havas Interactive and full effect of Vivendi’s earlier acquisition of FCC. A further 9.7% was due
to internal growth, principally in the telecommunications sector. The impact of changes in exchange rates,
particularly in the U.S. dollar/euro exchange rate, accounted for the remaining 2%.

Divisional analysis

Communications had revenue of €8.6 billion in 1999, compared to €6 billion in 1998. Of this 43%
increase, 23% was the result of internal growth in the telecommunications sector, caused primarily by a
significant increase in demand for Vivendi’s mobile telephony services. The remaining 21% resulted from
acquisitions, principally of Havas Interactive, MediMedia and CANAL+ (the additional 15% ownership
interest acquired in September 1999 caused Vivendi to consolidate CANAL+ fully from the fourth quarter
of 1999, having previously accounted for Vivendi’s interest using the equity method). The Communications
division represented 21% of Vivendi’s revenue in 1999, compared to 19% in 1998 and 6% in 1997.

Vivendi’s environmental businesses recorded revenue of €22.4 billion in 1999, compared to €16 billion
in 1998. Of this 40% increase, 29% is attributable to external growth, principally its acquisitions of United
States Filter Corporation and Superior Services. Approximately 8% was due to internal growth, which
resulted primarily from the new contracts won during this period and from the full year impact of
contracts won in the preceding years. The environmental businesses represented 54% of Vivendi’s revenue,
compared to 50.5% in 1998 and 56% in 1997.

Construction and real estate accounted for €10.6 billion of Vivendi’s total revenue in 1999, compared
with €9.7 billion in 1998. This 9.3% increase is primarily attributable to acquisitions in the construction
sector (3.1%) and internal growth (5.2%), particularly in its housing and commercial real estate
businesses. Construction and real estate represented 25% of Vivendi’s revenue in 1999, compared to 30.5%
in 1998 and 37% in 1997.
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Geographic breakdown

The table below summarizes the relative contribution of Vivendi’s business divisions to its 1999
revenue and a breakdown between revenue generated in France and elsewhere.

France Outside France Total
Value % Value % Value %
(in € billion)
Communications. .. .....ouur it it 6.8 29% 1.7 10% 8.5 21%
Environment . ............ . .. ... 10.0 2% 12.5 70%  22.5 54%
Subtotal Environment and Communications........... 16.8 T1% 14.2 80% 31.0 75%
Construction & Real Estate ..................... ... 1.0 29% 3.6 20% 10.6 25%
Total ... .. 23.8 100% 17.8 100% 41.6 100%

Vivendi’s revenue in France totaled €23.8 billion, compared to €21.4 billion in 1998 (an 11% increase,
most of which came from internal growth (10%)). The majority of this growth was in Communications,
which increased its revenue by 34% to €6.8 billion. It had internal growth of 26%, due largely to the
continued strong growth of its French telecommunications operations (up 42% in 1999 to €4.1 billion).
The publishing and multimedia business grew 23% to €2.7 billion, mostly due to acquisitions. The
environmental division’s revenue generated in France increased 6% to €10 billion, with 4% internal growth.
Vivendi’s construction and real estate revenue increased 1.5% to €7 billion. In total, revenue generated in
France in 1999 represented 57% of Vivendi’s total revenue, compared to 67% in 1998.

Revenue generated outside France increased 73% to €17.8 billion in 1999, primarily as a result of
Vivendi’s acquisitions of United States Filter Corporation and Superior Services and the inclusion of a full
year of FCC and Havas Interactive. Internal growth, principally due to the impact of new environmental
contracts, accounted for the remainder, or 10%. The Communications division’s revenue outside France
grew by 107% (5% internally) to €1.7 billion, or 20% of the division’s total revenue. Environmental
revenue outside France grew by 88% (13% internally) to €12.5 billion, or 55% of the total revenue of the
division. Construction and real estate revenue outside France increased 28% (3% internally) to €3.6 billion.
In total, business outside France represented 42.8% of Vivendi’s total revenue, compared to 33% in 1998
and 32% in 1997.

The breakdown of Vivendi’s 1999 revenue outside France by geographic area is as follows:

Euro

zone Europe

outside outside the

France Euro zone Americas Other Total %

(€ billion)

Communications . .. ...........couuein.... 0.7 0.3 0.6 0.1 1.7 0.9
Environment . .......... ... ... ... . ... .... 3.1 3.6 49 0.9 12.5 6.6
Subtotal Environment and Communications . . 3.8 3.9 5.5 1.0 14.2 7.5
Construction & Real Estate ............... 2.1 1.0 0.1 0.4 3.6 2.8
Total.. ... ... .. . .. 5.9 49 5.6 1.4 17.8 10.3

3% 28%  31% 8% 100%  100%
1998 . . 4.0 3.8 1.5 1.0 10.3

In Europe, Vivendi’s revenue increased 42.8% to €10.8 billion in 1999, an increase principally
attributable to the integration of the European units of United States Filter Corporation, the inclusion of a
full year of FCC and the acquisition of Teerbau, the leading road construction firm in Germany, in May
1999. Internal growth, largely due to the Berlin water contract and the Stockholm metro contract,
accounted for the remainder.

Revenue in the “euro zone” outside France (which includes 10 countries in Western Europe),
increased 46.7% to €5.9 billion, due primarily to the integration of FCC over a 12-month period, the
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Teerbau and CANAL+ acquisitions, the integration of the European businesses of United States Filter
Corporation and the Berlin water contract. Three quarters of the revenue in this category was generated in
Germany (€2.3 billion) and Spain (€2.1 billion).

In European countries outside of the euro zone, revenue increased 29% to €4.9 billion in 1999, largely
due to the inclusion of United States Filter Corporation’s European businesses and the impact of the
Stockholm metro contract. The United Kingdom is Vivendi’s largest market in this region. Vivendi’s 1999
U.K. revenue was €3.5 billion, up 17.6% from 1998. The bulk of the increase in the United Kingdom was
caused by the inclusion of United States Filter Corporation’s European businesses.

In the Americas, Vivendi increased its revenue nearly fourfold in 1999 to €5.6 billion, principally
because of its acquisitions of United States Filter Corporation, Superior Services and Havas Interactive.
Internal growth was 23.8%, primarily in the water and waste management sectors.

In the Asia/Pacific region, revenue reached €0.8 billion in 1999, including €0.3 billion in Australia, up
71% from 1998. This growth is attributable primarily to Vivendi’s acquisition of United States Filter
Corporation and Havas Interactive and new transportation contracts, especially the Melbourne contract.
Vivendi’s exposure to risks related to emerging markets remained very limited in 1999, as revenue in these
areas was approximately €1 billion, or 2.4% of the yearly total.

Operating Expenses

Vivendi’s total operating expenses amounted to €39.3 billion in 1999, a 29.4% increase over 1998. On
a comparable basis (excluding the effects of changes in the scope of consolidation, and changes in
currency exchange rates), the increase was 8.6%, compared to an increase of revenue of 9.7%. This
performance is mainly attributable to the Communications division, where, on a comparable basis, net
operating expenses grew by 17% and revenue by 22.9%. This development results primarily from the fact
that costs associated with the rapidly-growing telecommunications business in France are largely fixed.

The Environment division’s operating expenses grew by 7.5% on a comparable basis in 1999, close to
the 7.7% growth in revenue. Productivity gains in Vivendi’s French operations were partially offset by
increased development costs associated with Vivendi’s international expansion.

Operating Income

Operating income amounted to €2.28 billion in 1999, a 71.3% increase over 1998 (33.5% on a
comparable basis). Revenue grew 9.7% on a comparable basis, causing a 1.3% improvement (to 5.5%) in
Vivendi’s operating margin of 1.3% to 5.5% in 1999. The remainder of the operating income increase is
attributable primarily to the acquisitions described above.
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The table below summarizes the contributions of Vivendi’s business segments to its 1999 and 1998
operating income:

1999 Operating Income 1999 1998
(€ million)

TelecommuniCations . ... ...ttt e 350.6 22.5
MultiMedia and Publishing .......... . ... .. 354.5 252.2
Audiovisual and Pay Television ..............cuiiiiiiinnennnn... (102.7) (4.8)
Internet . ... (50.8) (6.4)
Subtotal CommunicationS . . .......... .ttt 551.6 263.5
W ater. . e 792.7 405.0
WSt .. 277.7 225.8
Energy ServiCes . ... ...ttt e 297.3 290.5
Transportation . ... .......iutie et e 96.1 75.2
FCC . 190.5 74.5
Subtotal Environment . ... ... ... . 1,654.3 1,071.0
CONStIUCHON .« . .ottt e e e e e e 175.7 82.4
Real Estate . ... ... i 36.8 (3.0)
Subtotal Construction and Real estate .. .......... ... ... ... ... ...... 212.5 79.4
L 1§15 (137.9) (82.6)
Total .. 2,280.5 1,331.3

Operating income generated by Vivendi’s Communications division doubled to €551.6 million (and
grew by a factor of 2.4 on a comparable basis), representing 24% of its total operating income, compared
to less than 20% in 1998. This growth came primarily from its telecommunications business, where
operating income rose from €22.5 million to €350.6 million. This increase was primarily a consequence of
the increased profitability of Vivendi’s French mobile business, which had operating income of €581
million, up from €291 million in 1998, and improved its operating margin to 16% from 11% in 1998. In
addition, Cegetel’s fixed telephony business start-up losses were materially reduced, from €264 million in
1998 to €215 in 1999. Finally, the multimedia and publishing sector generated a 40% increase in operating
income, a gain that resulted equally from the integration of Vivendi’s acquisitions and from an
improvement in Havas’ profitability. These increases were partially offset by CANAL+’s operating loss of
€92.8 million, and by start-up losses of €50.8 million generated by Vivendi’s Internet businesses.

Operating income generated by Vivendi’s environmental businesses reached €1.7 billion in 1999, up
from €1.1 billion in 1998. This 54.4% increase is attributable primarily to the consolidation of United
States Filter Corporation, which contributed approximately €339.1 million to Vivendi’s 1999 operating
income. Internal growth, primarily resulting from new environmental contracts such as those described
above, was 9.8%.

Vivendi’s environmental businesses contributed 73% of its operating income in 1999, compared to
slightly over 80% in 1998.

Construction and real estate’s contribution to Vivendi’s operating income nearly tripled to €212.5
million, compared to €79.4 million in 1998. On a comparable basis, operating income grew 61%, primarily
resulting from a general improvement in European construction markets, the refocusing of Vivendi’s
businesses on higher margin segments (particularly road building and engineering as opposed to pure
construction works), and the general recovery of the French real estate market.

Financial Expenses/Income

Vivendi’s net financial expense was €220.1 million in 1999, as compared with a profit of €9.3 million
in 1998. This decline was due largely to an increase of €463.9 million in Vivendi’s financing costs, which
grew as a result of its 1999 acquisitions. As a result of the hedging policy Vivendi put in place at the end
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of 1998, its average cost of debt fell from 5.45% to 5.13% between 1998 and 1999 despite rising interest
rates. Allowances for financial provisions were €162.9 million in 1999, down from €298 million in 1998.
This decrease was caused principally by lower allowances for financial risks due to the cancellation of
certain real estate risks. Vivendi recognized €450.6 million in capital gains in 1999 (down from €553.2
million in 1998), primarily in connection with the sale of portfolio securities, including the sale of treasury
shares and shares of Alcatel and Saint-Gobain. Vivendi recorded a €102.6 million exchange profit
primarily as a result of the increase in the value of the U.S. dollar against the euro, compared to a loss of
€10.4 million in 1998.

Income From Operations Before Exceptional Items and Taxes

Vivendi’s income from operations before exceptional items and taxes reached €2.1 billion in 1999, up
53.7% from 1998. This growth resulted from the improvement of the operating income described above.

Exceptional Items, Depreciation, Amortization and Provision for Exceptional Items

In 1999, Vivendi recorded a net exceptional loss of €837.8 million, compared to a €249.3 million profit
in 1998. The following items explain the 1999 net exceptional loss:

e €650.8 million in capital gains, of which €575.4 million was realized in connection with Havas’
billboard advertising business sale; €275.2 million in connection with the sale of Vivendi’s 18.7%
interest in Audiofina; and €148.7 million in connection with the sale of 9% of Havas Advertising.
These gains were partially offset by a pre-tax capital loss of €386.7 million incurred in connection
with the sale of CGIS’s real estate assets;

» €1.42 billion in exceptional charges, of which nearly €800 million consisted of provisions related to
real estate assets, particularly the multi-year construction programs, which Vivendi revalued to
facilitate the process of selling them; €318.5 million in provisions related to the accelerated write-off
of CANAL+ digital set-top boxes that must be replaced sooner than expected by a new generation
of equipment made necessary by the development of multi-access portals; and

e €95.1 million in restructuring expenses, net of allowances and releases, which break down by
business as follows:

— €34.5 million related to the water business. Cost cutting measures consist of a rationalized and
unified policy of purchases, a unified human resources policy, and the reorganization of the
international activities of certain entities (as a result of the purchase accounting principles, the
United States Filter Corporation restructuring provisions have no effect on the income
statement);

— €28.1 million attributable to the energy services businesses, mainly in connection with the
reorganization of our U.K. operations;

— €25.1 million incurred in the construction businesses in connection with rationalization
programs, especially in France and Germany, and with the implementation of new technology
by our civil engineering business. The European construction markets were affected by the
global recession and required rationalization programs at the end of the 1990’s. At the beginning
of 2000, Vivendi sold its majority stake in Vinci; consequently, there will be no additional
restructuring costs and provisions accounted for in Vivendi’s financial statements; and

— €7.4 million attributed to Vivendi’s multimedia and publishing businesses (as a result of
Vivendi’s use of the purchase accounting treatment, the Anaya and Medimedia restructuring
provisions have no effect on the income statement).

Vivendi implemented these plans in order to improve its operating margin ratio (operating income
divided by revenue), restore the profitability of loss-making entities and integrate newly acquired
companies. They consist of cost cutting programs, rationalization of administrative and commercial
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structures and development of new synergies. Vivendi expects these plans to have a significant positive
effect on its operating income for year 2000 and the years thereafter.

Income Taxes

Vivendi’s income taxes and deferred tax result for 1999 is a profit of €0.8 billion, compared to an
expense of €90 million in 1998. As noted above, the €0.8 billion profit is due to the fact that Vivendi
recognized in 1999 a deferred tax asset of €1 billion.

Goodwill

Goodwill amortization increased significantly in 1999. This increase is due primarily to strategic
acquisitions, particularly of United States Filter Corporation (goodwill amortization of €30 million) and
Havas Interactive (goodwill amortization of €28 million) as well as from Vivendi Environnement (goodwill
amortization of €45 million). As a result of the United States Filter Corporation acquisition, and as part as
of the restructuring of Vivendi’s activities in the United States, Vivendi wrote down the goodwill related to
Aqua Alliance (€92 million) and its subsidiaries (€90 million).

Equity in Earnings of Affiliates

Vivendi’s share in the net income of affiliated companies accounted for by the equity method
amounted to €32.9 million in 1999, compared with €42.5 million in 1998. As in 1998, this category
consisted primarily of the net income generated by Cofiroute (€26 million compared with €21.4 million in
1998), Havas Advertising (€11.3 million compared with €13.6 million in 1998) and General Utilities’ U.K.
subsidiaries (€21.3 million compared with €17.4 million in 1998).

CANAL+, which was fully consolidated during the last quarter of 1999, was accounted for using the
equity method for the first nine months of 1999. CANAL+ and its subsidiaries contributed a negative
€20 million to Vivendi’s net income, compared with a negative €9.6 million in 1998. BSkyB contributed a
negative income of €13.7 million.

Net Income

Vivendi’s consolidated net income rose 27.7% to €1,431.4 million in 1999. This corresponds to net
earnings per share of €2.7, as compared with €2.46 in 1998, a 10% increase. In 1999, due to a capital
increase, the average number of shares grew from 455.6 million to 529.6 million.

As noted above, the impact of Vivendi’s real estate business on its total 1999 net income was negative
€240 million.

Segment Operations: 1999 vs. 1998

The following discussion explains in more detail developments within each of Vivendi’s divisions in
terms of revenue, expenses and operating income.

Communications

Telecommunications. Cegetel’s revenue increased by 42% to €4.0 billion. This growth was due in
part to the performance of SFR, whose revenue increased by 37% to €3.7 billion in 1999, largely as a
result of a 73% increase in its user base, from 4.25 million customers at the end of 1998 to 7.34 million at
the end of 1999. The volume increase was in line with the French mobile market growth, where
penetration grew from 19% at the end of 1998 to 34% at the end of 1999. Monthly usage per customer
increased from 210 minutes in 1998 to 240 minutes in 1999.

Cegetel’s growth was partially offset by a 16% decrease in its average revenue per customer, from €63
to €53, which resulted primarily from lowered prices. Price declines were caused by intense competition in
the French market and of the increased popularity of prepaid, rather than contract, arrangements. Prepaid
customers represented 32.8% of SFR’s total customer base at the end of 1999, up from 14.5% at the end
of 1998. Prepaid customers generated average monthly revenue of €23, compared to €59 for the average
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contract customer. Moreover, SFR suffered from an increase in non-revenue generating mobile-to-mobile
calls, and from a 20% decline in fixed-to-mobile rates implemented in September 1999 at the request of
the ART.

Vivendi’s fixed telephony business revenue more than doubled to €317 million in 1999, compared to
€147 million in 1998. Cegetel 7’s revenue almost tripled to €143 million. This growth is due largely to a
700,000 increase in Cegetel 7’s subscriber base, from 400,000 in 1998 to 1.1 million in 1999 (traffic tripled
to 1.6 billion minutes as well), partially offset by an average 25% price decrease, principally the result of
the intense competition in this segment of the French telecommunications market. Cegetel 7 was able to
win a market share of approximately 7% in 1999, half of the market share relinquished by France Telecom
to its competitors. Cegetel Entreprises’ revenue doubled to €175 million, coming from a sharp increase in
traffic (which almost quadrupled to 1.1 billion minutes), mitigated by significant price pressure on voice
products.

Finally, in 1999, Vivendi increased its ownership interest from 40% to 100% in the Hungarian fixed
telephony operator Magyar Telecom, and therefore consolidated it for the first time. Revenue generated by
Magyar Telecom totaled €24 million.

In 2000, Vivendi expects significant growth in Cegetel’s revenue as a result of increasing mobile
phone usage in France, but expects this growth to be partially offset by continued price pressure. Price
pressure could relent, however, with the introduction of new mobile data services. On the fixed telephony
side, Vivendi also expects strong growth in 2000.

Expenses rose 31.5% to €3.7 billion, compared to an increase in revenue of 42.7% on an approximately
comparable basis. The change is mainly attributable to the fact that SFR’s average customer acquisition
cost increased by 7% to €276 due to intense competition, particularly in the last quarter of the year. Other
cost items per gross customer materially decreased, especially technical and information technology costs.
Overall, the total cash cost per new customer declined by 13% to €47. Cegetel expects a sharp increase in
its revenue in 2000, and consequently a significant increase in its acquisition costs, which should be offset
by decreases in other cost items per customer.

Operating income for Vivendi’s telecommunications businesses increased to €350.6 million from €22.5
million in 1998. Cegetel accounted for €366 million of the 1999 total, having contributed €27 million in
1998. Cegetel’s contribution was partially offset by a €15 million operating loss generated by the
international operations of VTI, particularly the newly consolidated Magyar Telecom, and development and
overhead expenses.

Within Cegetel, SFR’s operating income doubled to €550 million, while its revenue increased by 37%
to €3.7 billion. This performance was due to the decline in the average cost per marginal mobile phone
user, explained above, which resulted in an improvement in operating margin from 11% to 16%.

Cegetel 7’s operating loss significantly decreased to €58 million, compared to a €102 million loss in
1998, due to a leaner cost structure and a 30% drop in customer acquisition and customer care costs.

Cegetel Entreprises’ operating loss decreased from €193 million to €148 million in 1999, due to a cost
control program put in place in early 1999 and network restructuring. These efforts were partially offset by
continued high interconnection costs to France Telecom’s network.

Multimedia and Publishing. Vivendi’s multimedia and publishing businesses generated revenue of
€3.3 billion in 1999, up from €2.9 billion in 1998. This 15.3% increase is principally attributable to
Vivendi’s acquisition of Havas Interactive, which accounted for €536 million in revenue. The increase on a
comparable basis was 3%. Forty percent of the revenue was generated outside France, compared to 27% in
1998, reflecting the integration of Havas Interactive (which generated 80% of its revenue in the United
States), Medimedia, the world leader in drug information (75% of revenue outside France) and Anaya,
the leading Spanish publisher of educational publications (revenue of €188 million in 1999). Seventeen
percent of the revenue in this segment came from electronic media (mostly educational and game CD-
ROMs) compared to 5% in 1998.
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Havas accounts for the bulk of the revenue in this category, with two main divisions:

« the Business and Professional division recorded revenue of €1.3 billion, up 9% from 1998, mostly
due to an outstanding advertising market for professional publications in France and in the United
Kingdom, and to the integration of MediMedia for six months.

 the General Public division’s revenue amounted to €1.5 billion, up 60% on 1998, mostly due to the
integration of Havas Interactive. The performance of the general literature and the education and
reference segments were offset by the adverse performance of the France Loisirs book club.

In 2000, Vivendi expects total revenue of the multimedia and publishing segment to be fairly stable,
with the continued growth of Havas Interactive being offset by the deconsolidation of the advertising
billboard business (which generated €274 million in revenue over six months in 1999). Moreover, despite
the refocusing of Havas on publishing and multimedia, its revenue remains approximately 30% dependent
(down from 50% in 1997) on the advertising market, which may not be as strong as it was in 1999.
Finally, Havas Interactive’s multimedia revenue could be adversely affected by continued price pressure in
educational and games computer software, particularly in the United States, or by possible delays in the
launch of new products.

Expenses rose 12.9% to €3.0 billion. On a comparable basis, expenses rose 1.7% and revenue rose 3%.
This improvement is due primarily to the restructuring plan implemented in 1998 following Vivendi’s
acquisition of Havas. It has resulted in strong growth in operating margin, from 3% in 1997 (based on the
accounts of the former Havas group) to 9% in 1998 and 11% in 1999. Going forward, Vivendi will
continue to pursue restructuring efforts in newly acquired companies, particularly Havas Interactive and
Anaya.

The multimedia and publishing businesses contributed €354.5 million to Vivendi’s operating income in
1999, an increase of €102.3 million from 1998, largely because of the acquisitions described above. On a
comparable basis, operating income increased by 25%, mainly because of a €22 million reversal of
operating provisions linked to cancellation of expected risks. Internal growth was 3%, and resulted largely
from productivity enhancements in Vivendi’s French operations.

Audiovisual. Vivendi’s audiovisual segment contributed €1.15 billion to Vivendi’s total revenue in
1999, including CANAL++’s October through December contribution of €951 million. Until September 30,
Vivendi accounted for CANAL+ using the equity method; before that date, it did not include CANAL+
revenue in its total revenue. One-third of CANAL+’s 1999 revenue was generated outside of France,
mainly in other European countries.

Expenses amounted to €1.0 billion, due in part to the fact that CANAL+ was consolidated only for
the fourth quarter when customer acquisition costs are typically high.

Vivendi’s audiovisual operating loss of €102.7 million, up from a €4.7 million loss in 1998, was largely
the product of CANAL+’s loss of €92.8 million. The CANAL+ loss was due in part to its consolidation
in Vivendi’s 1999 accounts only for the last quarter of the year, and in part to the integration of its
subsidiary Telepiu, which contributed a €65 million operating loss in the fourth quarter 1999. This loss
came from the need to invest heavily in customer acquisition in order to maintain Telepiu’s leadership in
the very competitive Italian pay-television market.

Internet. Vivendi’s Internet businesses expanded rapidly in 1999. However, revenue is still not
significant, as many operations are still in the early stages of their development. Due primarily to
marketing costs and the undeveloped nature of the Internet industry in general, these businesses generated
an operating expense of €50.8 million in 1999, up from a €6.4 million loss in 1998. The increase results
from the costs of developing a larger number of new operations.

Vivendi expects to incur losses of greater magnitude for the next several years in accordance with its
strategy of building leading European Internet brands.
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Environmental Services

Total revenue in Vivendi’s environmental services sector amounted to €22.4 billion in 1999,
representing an increase of 39.8% over 1998, of which 29% was due to acquisitions, 7.7% to internal growth
and the remainder due to the effect of changes in currency exchange rates, particularly the U.S.
dollar/euro rate (3.0%). Outside of France, sales increased by 88%, of which 13% was related to internal
growth. International sales amounted to €12.5 billion in 1999.

Expenses increased by 38.7% to €20.8 billion in 1999. On a comparable basis, the increase was 7.5%,
which is in line with the increase in revenue.

Operating income from Vivendi’s environmental services sector increased by 54% to €1.7 billion in
1999. This increase is primarily attributable to the acquisitions of United States Filter Corporation,
Superior Services, hazardous waste-related assets from Waste Management and Vivendi’s interest in FCC.
On a comparable basis and excluding changes in accounting policies, growth was 9.8%, an increase
attributable primarily to new contracts in the water, waste management and transportation segments.

Water

In 1999, Vivendi’s water business generated revenue of €10.7 billion, an increase of 58.9% over 1998.
This increase results principally from the acquisition of United States Filter Corporation, which
contributed €3.6 billion between May 1 and December 31, 1999. Internal growth for water as a whole was
4.7%.

In France, revenue increased by 5.3% to €5.5 billion. French water distribution accounted for revenue
of €5.3 billion, an increase of 2.6% over 1998. Approximately one-third of this increase resulted from an
increase in the volume of water distribution and two-thirds from price increases. Works contractors
(mainly in OTV) generated consistent revenue despite increasing competition. In fiscal 2000, Vivendi
expects a similar competitive environment, but expects that the integration of the French operations of
United States Filter Corporation will help increase Vivendi’s market share.

Internationally, net revenue was €5.1 billion in 1999 compared to €1.5 billion in 1998, an increase
mostly due to the consolidation of United States Filter Corporation. Internal growth reached 14.8%, due
largely to the ramp-up of existing contracts and to newly acquired contracts, particularly the Berlin water
contract, which contributed revenue of €103 million for a two month period.

Operating expenses rose to €9.9 billion, an increase of 4.5% on a comparable basis. This increase was
slightly less than the internal revenue growth due to cost-cutting efforts in France, partially offset by
increased international development costs.

Vivendi’s water business contributed operating income of €793 million to Vivendi’s total for 1999, an
increase of 95.7%, largely due to United States Filter Corporation, which contributed operating income of
€339.1 million. Growth on a comparable basis stood at 9.2%, compared to an internal revenue growth of
4.7%. This performance was due to continued cost-cutting efforts in the French water business. Vivendi’s
overall operating margin rose from 6.2% to 7.4% in 1999.

In 2000, Vivendi expects net revenue to grow significantly as a result of the integration for the full
year of United States Filter Corporation and of the Berlin contract. However, this growth could be affected
by possible divestitures of certain business units of United States Filter Corporation. Vivendi also intends
to pursue cost-cutting efforts in France and in the United States as part of the integration of United States
Filter Corporation. However, labor regulations, particularly in France, could prevent or delay the
implementation of cost-cutting measures.

Waste Management. Vivendi’s waste businesses generated revenue of €3.5 billion in 1999,
representing an increase of 24.1% from 1998. Internal growth was 9.3%, resulting primarily from a number
of new contracts. Outside France, revenue growth was 51%, approximately 30% from acquisitions,
particularly of the Waste Management assets (which were consolidated over six months and contributed
€181 million), and Superior Services (which was consolidated over five months and contributed €176
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million). An additional 13.5% came from internal growth, and 9.1% from the effect of changes in exchange
rates.

Operating expenses reached €3.2 billion, up 10% on a comparable basis, slightly more than revenue
internal growth, due to higher than expected international development costs.

Operating income generated by the waste management sector totaled €277.7 million, an increase of
23%. On a comparable basis, the increase was 11%. The bulk of the growth came from the acquisitions of
Superior Services and Waste Management, which contributed €25 million and €13 million, respectively, to
our operating income.

In 2000, while Vivendi does not expect internal revenue growth to increase materially, revenue should
benefit from the full year integration of the acquisitions mentioned above, in addition to smaller
acquisitions it expects to make in the United States as part of its strategy to consolidate the position of
Superior Services in the solid waste market.

Energy. Vivendi’s energy-related revenue increased 10.7% in 1999 to €3.9 billion (€2.8 billion from
operations conducted within Vivendi Environnement and €1.1 billion from Sithe). Internal growth was 6%.

Within Vivendi Environnement, Dalkia’s revenue increased 5.2%, primarily (3.5%) due to internal
growth caused by the ramp-up of cogeneration contracts in France and Eastern Europe.

Sithe’s contribution to Vivendi’s revenue increased by 14.7%, reflecting the inclusion of the Boston
Edison power plants for the full year and the GPU power plants for more than one month.

Operating expenses for the energy segment reached €3.6 billion, an increase of 7% on a comparable
basis over 1998, compared to a 6% internal growth. While Dalkia’s operating expenses grew by a modest
2.4% (versus 3.5% internal growth) due to cost containment measures, Sithe’s operating expenses
increased by 21.3% as a result of higher than expected development costs, particularly those associated
with the acquisition of GPU power plants.

Energy-related operating income was up 2.3% to €297.3 million in 1999 (€170.6 million from Dalkia
and €126.7 million from Sithe). Overall growth on a comparable basis stood at 23%.

Dalkia’s operating income growth rose 25.7% as a result of favorable weather conditions in France,
cost control measures, particularly in connection with purchasing and overhead expenses, and the impact of
new contracts won in Moravia.

Operating income contributed by Sithe declined by 29.5% at constant exchange rates. This decline is
due to Sithe’s assignment to Niagara Mohawk (“Nimo”) of certain long-term contracts in 1998. The
termination of these contracts was the result of a restructuring required by Nimo, which paid Sithe a €329
million indemnity in 1998. Excluding the effect of the assigned contracts, Sithe’s contribution to Vivendi’s
operating income grew 23.3% in 1999, mainly because of the full contribution of the Boston Edison power
plants, which benefited from the opening of the New England Power Pool and the non-recurrence of
adverse 1998 events at one of its plants.

In 2000, Vivendi expects Sithe’s contribution to Vivendi’s revenue to decline as a result of the
completed sale of the GPU power plants. Vivendi expects substantial growth in Dalkia’s revenue, however,
as a result of its recent acquisitions in Eastern Europe and increasing demand for cogeneration and its
facilities management services.

Transportation. Vivendi’s transportation business generated €2.5 billion in revenue in 1999, up 23.3%
from 1998. Growth as a result of acquisitions was approximately 2% and internal growth was 15.2%, the
latter resulting primarily from new contracts such as the Stockholm metro contract and the Melbourne
contract. The remainder resulted from changes in exchange rates, chiefly the appreciation of the British
pound against the euro.

Operating expenses reached €2.4 billion, up 16% on a comparable basis, in line with internal revenue
growth.
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Operating income was €96.1 million, an increase of 27.7% on 1998 (a 20% increase on a comparable
basis). This increase was primarily the result of increased passenger traffic in the United Kingdom, which
led to higher productivity in Vivendi’s operations there.

In 2000, Vivendi expects Connex to achieve substantial growth, primarily as a result of its purchase of
urban transit assets from Via-GTI. The integration of the new contracts won should improve Vivendi’s
operating performance. Vivendi’s performance could, however, be affected by factors including higher staff
costs and/or the results of bidding for renewals of Connex’s South Central contract in the United
Kingdom.

FCC. FCC generated revenue of almost €4 billion in 1999, of which Vivendi’s 49% share was €1.9
billion, compared with €0.8 billion for 6 months of 1998. Approximately €1.3 billion of Vivendi’s share
came from FCC’s construction and other businesses and €0.6 billion from its water and waste operations.
Revenue for the second half of 1999 was €1.0 billion, against €848 million for the same period of 1998.

FCC’s contribution to Vivendi’s operating income was €190.5 million in 1999, compared to €74.5
million for the second half of 1998. Operating income for the same period in 1999 was €104 million.

Construction and Real Estate

Vivendi’s construction and real estate businesses generated €10.6 billion in revenue in 1999, up from
€9.7 billion in 1998, a 9.1% increase of which 5.1% came from internal growth. The main acquisitions were
Teerbau (which contributed €457 million in revenue over 6 months), Sogeparc (€89 million of revenue
over 6 months) and Terre Armée International (€112 million of revenue for the full year). These increases
were offset by a €350 million reduction in revenue that resulted from disposals of real estate assets.

Internal growth was 3.4% in the construction business and 14.5% in the real estate business, primarily
as a result of a general improvement in the French real estate market.

Vivendi’s construction and real estate businesses accounted for 9.3% of its total 1999 operating income
(€212.4 million, compared to €79.4 million in 1998). On a comparable basis, growth was 60.9%.

Construction. The construction segment consists primarily of Vivendi’s 49.2% interest in Vinci.
Construction’s contribution to Vivendi’s total revenue was €8.9 billion in 1999, up 12.9% from 1998, 3.4%
on a comparable basis. In France, revenue was €5.4 billion, up 5%, largely as a result of a cyclical recovery
in European construction markets and a greater emphasis on higher margin contracts with commercial and
industrial customers. Revenue outside France was €3.5 billion in 1999, up 27.4% over 1998, principally due
to the Teerbau and Terre Armée acquisitions.

Operating expenses increased by 2.9% to €8 billion (on a comparable basis), slower than revenue
growth, reflecting continued cost cutting efforts.

Construction added €175.7 million to Vivendi’s 1999 operating income, double its 1998 contribution,
and up 45.5% on a comparable basis. This increase is due to a sharp recovery in the building and civil
engineering businesses in France, a significant increase in road construction contracts and the Sogeparc
acquisition.

In February 2000, Vivendi sold a 32% stake in Vinci, reducing its interest to 16.9%.

Real Estate. Real estate contributed €1.7 billion to Vivendi’s 1999 revenue, down from €1.8 billion
in 1998. This 7.3% decrease resulted from the fact that Vivendi disposed of assets representing revenue of
more than €350 million during the year. On a comparable basis, property revenue increased 14.5% due to
cyclical growth in demand for new housing and commercial real-estate services after several years of
weakness in volume and prices.

Operating expenses increased by 13.3% to €1.5 billion on a comparable basis, slower than revenue
growth, reflecting the significant cost containment program initiated in 1996.
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Consolidated Operations: Company Result 1998 vs. 1997

Revenue

Vivendi’s consolidated revenue reached €31.7 billion in 1998, compared with €25.5 billion in 1997. Of
this 24.6% increase, 16.8% resulted from acquisitions, primarily of Havas. A further 9% was caused by
internal growth, principally due to increased demand for Vivendi’s telecommunications services. These
factors more than offset the effect of changes in exchange rates (—1%).

Communications had revenue of €5.9 billion in 1998, compared to €1.7 billion in 1997. Of this 257%
increase, 76.9% was the result of internal growth in the telecommunication sectors, caused primarily by a
significant increase in demand for Vivendi’s mobile telephony services. The remaining 180.1% resulted
from acquisitions, principally of Havas, which added €2.9 billion of revenue.

Vivendi’s environmental businesses recorded revenue of €16 billion in 1998, nearly 50.5% of Vivendi’s
total revenue for the year. In 1997, revenue generated by those businesses was €14.3 billion, 56.2% of
Vivendi’s total. Of the more than 12% increase in 1998, 8% was due to external growth, principally caused
by the FCC acquisition. Approximately 5.6% was due to internal growth, largely in Vivendi’s waste
management operations and Sithe.

Construction and real estate accounted for €9.7 billion of Vivendi’s total revenue in 1998, compared to
€9.4 billion in 1997. Increases in Vivendi’s housing and hotel revenue caused by improvements in general
economic conditions were partly offset by its adoption of a more conservative development strategy in its
construction business.

The table below summarizes the relative contribution of Vivendi’s business divisions to its 1998
revenue and a breakdown between revenue generated in France and elsewhere.

Outside
France France Total
Value % Value % Value %

(in € billion)

CommUNICAtIONS . . . .ottt ettt 5.1 24% 0.8 8% 5.9 19%
Environment . ... .. ... 94 44% 6.7 64% 16.1 51%
Subtotal Environment and Communications. .. .................. 145 68% 7.5 T12% 22.0 T70%
Construction & Real Estate ............... ... .. ... ... ...... 6.9 32% 2.8 28% 9.7 30%
Total ... 21.4 100% 10.3 100% 31.7 100%

Vivendi’s revenue in France totaled €21.4 billion, compared to €17.3 billion in 1997, or a 24% increase
(10% of which was internal). This growth came primarily from the Communications division, in which
revenue increased threefold to €5.1 billion. Communications had internal growth of 77% due to continued
strong growth in the French telecommunication business (which generated revenue of €2.9 billion, up 78%
from 1997). The publishing and multimedia business benefited from the integration of Havas, generating
revenue of €2.2 billion in France. Meanwhile, revenue generated by Vivendi’s French environmental
businesses increased 4.5%, of which 3.2% was due to internal growth. Construction and real estate revenue
increased by 3.9% to €6.9 billion. In total, revenue generated in France accounted for 67% of Vivendi’s
1998 revenue.

Revenue outside France rose to €10.3 billion from €8.2 billion in 1997, primarily as a result of the
FCC and Havas acquisitions. Internal growth, largely the product of new contracts in the environment
sector, was approximately 7.2% (10.3% for Vivendi’s environmental businesses). Revenue generated
outside France constituted 32% of Vivendi’s 1998 total revenue (41% for Vivendi’s environmental
businesses).
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The breakdown of Vivendi’s 1998 revenue outside France by geographic area is as follows:

Euro

zone Europe

outside outside the

France Euro zone Americas Other Total 1997

(in € billion)

Communications . ..........c.uturirinenrannannnnn.. 4 2 .1 1 .8
Environment........... ... .. .. . .. 1.3 34 1.4 .6 6.7 5.4
Subtotal Environment and Communications ............ 1.7 3.6 1.5 v 7.5 54
Construction & Real Estate .......................... 2.2 2 — 4 2.8 2.8
Total ... 3.9 3.8 1.5 1.1 103 8.2

38% 37% 15% 10% 100% 100%
1997 5.4 1.9 9 8.2

In Europe, revenue increased 37.4% to €7.7 billion, an increase principally attributable to the Havas
acquisition (Havas contributed €334.6 million to Vivendi’s revenue in this category) and the FCC
acquisition (which contributed €847.2 million over a six-month period). Internal revenue growth in Europe
was 5.2%.

Revenue generated in the euro zone outside France increased 55% in 1998 to €4 billion, due primarily
to the Havas and FCC acquisitions. Almost three-quarters of the revenue in this category was generated in
Germany (€1.5 billion) and Spain (€1.4 billion).

In European countries outside of the euro zone, revenue increased 21% to €3.7 billion in 1998, largely
due to the Leigh Interest, Linjebuss and Havas acquisitions (which together contributed €412 million).
Vivendi’s 1998 U.K. revenue was €2.9 billion, up 8.5% from 1997. The bulk of the increase was caused by
the Leigh Interest and Havas acquisitions. Internal growth in this category was 1.5%.

In the Americas, Vivendi’s revenue dropped slightly in 1998 to €1.5 billion, down from €1.7 billion in
1997. This decline was principally due to Vivendi’s sales of Research Cotrell and Williard and Limbach.
On a comparable basis, revenue increased by 15% in this area.

Operating Expenses

Vivendi’s total operating expenses amounted to €30.4 billion in 1998, a 22.2% increase over 1997. On
a comparable basis, the increase was 8%, compared to a 9% increase in revenue. This performance is
mainly attributable to Vivendi’s Communications division, where, on a comparable basis, net operating
expenses grew by 57% versus 77% for revenue. As in 1999, this improvement resulted from strong internal
growth and the fixed nature of costs in the French telecommunications business.

In the Environment division, operating expenses grew by 5.2% on a comparable basis, close to the
5.6% growth in revenue. Productivity gains in France were partially offset by increased development costs
outside France incurred as a result of Vivendi’s international expansion.

Operating Income

Vivendi’s operating income in 1998 was €1.3 billion, a 123% increase over 1997. This increase is
principally attributable to the Havas and FCC acquisitions, the adoption of new accounting principles for
capital leases, pensions and long-term construction contracts (changes that added €70 million to Vivendi’s
1998 operating income), and improvements in the profitability of Vivendi’s telecommunications,
construction and property businesses. On a comparable basis, the increase was 52.3%.
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The table below summarizes the contributions of Vivendi’s business segments to its 1998 and 1997
operating income:

1998 Operating Income

1998 1997
(€ millions)
TelecommuUNICAtIONS . . . o\ttt e et e e e 22.5 (187.8)
Multimedia and Publishing .. ...... ... ... .. ... ... .. . .. . 252.2 —
Audiovisual ... ... (4.8) (10.9)
Internet ... .. . (6.4) —
Subtotal Communications . ............. ... .. .. . . i 263.5 (198.7)
Water .o 405.0 383.2
st . o 225.8 158.3
Energy Services . .. ..ot e 290.5 261.1
Transportation . .. ........ .t 75.2 45.4
FCC 74.5 —
Subtotal Environment .............. ... ... . .. ... 1,071.0 848.0
CONSIIUCHON ..ottt et ettt e e e e et 82.4 (3.5)
Real Estate . ... e e (3.0) (55.3)
Subtotal Construction & Real Estate ................................. 79.4 (58.8)
Other .o (82.6) 5.0
Total. ... 1,331.3 595.5

Operating income was €1.33 billion in 1998, up from €590 million in 1997. This 123.4% increase is
attributable primarily to the Havas acquisition (which contributed €252.2 million to Vivendi’s 1998
operating income) and an increased contribution from Vivendi’s telecommunications businesses
(€22.5 million in 1998 compared to an operating loss of €187.8 million in 1997).

Communications contributed €263.5 million to Vivendi’s operating income in 1998, 20% of its total,
up from an operating loss of €198.7 million in 1997. The growth in Communications income resulted
mainly from the Havas acquisition and growth in Vivendi’s mobile telephony operations.

Vivendi’s environmental businesses had operating income of €1,071 million in 1998, up 26% from
1997. This increase mainly results from the acquisitions of FCC, Leigh Interest, Linjebuss and
Moravskoslezké Teplarny, a Czech energy services company. Excluding changes in the scope of
consolidation and at constant exchange rates, growth was 12.7%, primarily due to growth in Vivendi’s
waste, energy services and transportation businesses. Vivendi’s environmental businesses contributed 80% of
Vivendi’s operating income in 1998, compared with 142% in 1997.

Vivendi’s construction and real estate segments significantly increased their operating income in 1998.
Operating income in construction increased to €82.4 million in 1998 from negative €3.5 million in 1997
due to a general improvement in the electrical works and road construction markets in France. Real estate
had an operating loss of €3 million in 1998, compared to a €55.3 million loss in 1997. This change resulted
from a general improvement in housing markets in France.

Financial Expense/Income

Vivendi’s net financial income was €9.3 million in 1998, up from negative €301.1 million in 1997. The
change was due largely to a €439.7 million increase in capital gains, associated primarily with sales of
shares of Saint Gobain and treasury stock. Financing costs increased to €408 million from €334 million,
largely because of changes in Vivendi’s accounting policies regarding capital leases. Despite an increased
level of debt (€6.5 billion as the end of 1997 compared to €4.2 billion at the end of 1997), financing costs
remained stable because of a decrease in the average cost of Vivendi’s debt, which fell from 5.88% to
5.43% in 1998. Allowances for financial provisions were €298 million, up from €81 million in 1997. This
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increase was caused principally by higher allowances for provisions for financial risks related to real estate
properties. Other financial income increased from €6.4 million to €162.1 million in 1998 as a result of
income from call options and swaps, partially offset by the hedging costs associated with the debt hedging
policy described above.

Income from Operations Before Exceptional Items and Taxes

Vivendi’s income from operations before exceptional items and taxes amounted to €1.3 billion in 1998,
up 356% from 1997. This growth resulted from the increase in operating income and from the reduction of
the net financial expense described above.

Exceptional Items/Depreciation, Amortization and Provisions for Exceptional Items

In 1998, Vivendi recorded net exceptional income of €249.3 million, down from €878.6 million in
1997. Its net exceptional income for 1998 consisted primarily of capital gains of €398.7 million recognized
in connection with the General Cable and Electrafina sales. A further €329 million came as an indemnity
from Nimo in connection with the assignment of contracts from Sithe. These exceptional profits were
partly offset by exceptional expenses of €346.2 million, including the accelerated write-off of obsolete
installations in Vivendi’s telecommunications and waste-to-energy businesses. Vivendi also recorded €68
million in restructuring costs, principally related to cost control measures adopted by its construction
business; and provisions of €64.3 million principally related to changes in tax regulations applicable to its
real estate business.

Goodwill

Goodwill amortization decreased significantly in 1998, primarily due to the restructuring that Vivendi
implemented in 1997 in certain foreign subsidiaries of its water business. This restructuring led Vivendi to
record allowances mainly for Aqua Alliance (€105 million) and Mariani (€31 million) as well as for some
of Vivendi’s activities in France (€67 million).

Equity in Earnings of Affiliates

Vivendi’s share in net income of affiliated companies accounted for by the equity method amounted to
€42.5 million in 1998, compared with €103.6 million in 1997. This category consisted primarily of the net
income generated by Cofiroute (€21.4 million compared to €19.1 million in 1997), TD (a net loss of €17.1
million compared to a net loss of €14 million in 1997) and General Utilities’ U.K. subsidiaries (€7.4
million in both 1997 and 1998). As a result of the merger with Havas, Vivendi consolidated €13.6 million
in net income earned by Havas Advertising, €10.4 million earned by Audiofina and a €9.6 million net loss
generated by CANAL+. The net income of affiliated companies was reduced by the Electrafina and
General Cable sales, as well as the sale of J.C. Decaux, an urban services company that earned €13.7
million in net income in 1997.

Net Income

Vivendi’s consolidated net income increased 36.3% to €1,120.8 million in 1998. This corresponds to a
net basic earnings per share of €2.46, up from €2.10 in 1997, a 17% increase. In 1998, due to a capital
increase, the average number of shares grew to 455.6 million from 392.2 million.

Segment Operations: 1998 vs. 1997

The following paragraphs explain in more detail developments within each of Vivendi’s divisions in
terms of revenue, expenses and operating income.
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Communications

Communications revenue was €5,952.1 in 1998, up 257% from 1997. This growth resulted both from
acquisitions (180.1%) and from strong internal growth (76.9%).

Telecommunications revenue was €2,875.2 million in 1998, up 74.1% from 1997. Cegetel contributed
€2,872.4 million to the total, 83.8% more than it had the previous year on a comparable basis. Cegetel’s
growth is principally attributable to continued growth in the French mobile phone business.

Multimedia and publishing revenue was €2,876.3, resulting from the integration of Havas. Estimated
internal growth was 28.5%.

Expenses rose 205% to €5.7 billion. On a comparable basis, the increase was 57%, compared with an
increase in revenue of 76.9%. The increase in the profit margin is mainly attributable to continued growth
in the French telecommunications business.

Operating income for Communications amounted to €263.5 million in 1998, compared to a loss of
€198.7 million in 1997. The improvement is due largely to the Havas acquisition (which added €252.2
million to operating income in 1998) and to increased demand for mobile telephony services (responsible
for €268 million in operating income in 1998, compared to a €40 million operating loss in 1997).

Telecommunications. Cegetel revenue increased by 78% to €2.9 billion. SFR’s revenue increased by
74% to €2.7 billion, primarily as a result of a 90.5% increase in its customer base, from 2,230,000
customers at the end of 1997 to 4,250,000 customers at the end of 1998, partially offset by a 19% decrease
in the monthly average revenue per customer, from €77 to €63. The volume increase was in line with
growth in the French mobile telephony market, in which penetration rates increased from 9.8% at the end
of 1997 to 18% at the end of 1998. SFR maintained its market share at 38% in this rapidly-growing
market. SFR’s monthly usage per customer increased from 186 minutes to 210 minutes in 1998. Due to
intense competition, the trend towards prepaid charges and an increase in mobile-to-mobile calls, however,
revenue per customer fell.

Vivendi’s fixed telephony businesses, Cegetel Entreprises and Cegetel 7, had revenue of €143.5 million
in 1998, compared to €28.5 million in 1997. Cegetel 7’s national and international long distance fixed
telephony services began operations on February 1, 1998 and generated revenue of €51 million over the
remainder of the year, primarily as a result of recruiting 401,000 subscribers.

Cegetel Entreprises had revenue of €92.5 million in 1998, compared to €26.8 million in 1997. This
growth resulted primarily from strong growth in traffic, partially offset by price pressure on voice products.

Expenses rose 58% to €2.8 billion, compared to a 78% increase in revenue on an approximately
comparable basis. The improvement in profit margin is mainly attributable to the fact that SFR’s average
customer acquisition cost decreased by 20% to €299, and the fact that other cost items per gross customer
decreased 33% to €17.5.

Operating income for Vivendi’s telecommunications businesses rose to €22.5 million following a
€187.8 million loss in 1998. Within Cegetel, SFR’s operating income reached €268 million, compared to a
€40 million loss in 1997. This performance is due to the decline in the average cost per customer, which
led to a significant improvement in the operating margin, which reached 13% in 1998.

Cegetel had an operating loss that increased to €102 million from €35 million in 1997. The increased
loss was due to expenses incurred in launching the service in February 1998 and price pressure in the last
months of the year.

Cegetel Entreprises’ operating loss also increased, from €83 million in 1997 to €193 million in 1998,
as a result of the increased expenses associated with developing and marketing the business and increased
competition in the voice and data transmission markets.

Multimedia and Publishing. Vivendi’s multimedia and publishing businesses generated revenue of
€2.9 billion and contributed €252.2 million to Vivendi’s operating income in 1998. It is not possible to
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make a useful comparison between the 1997 and 1998 results of Vivendi’s multimedia and publishing
sector due to major changes in the scope of the business: In 1998, Vivendi sold operations of Havas that
accounted for two-thirds of its 1997 revenues.

Audiovisual. Vivendi’s audiovisual generated revenue of €200.6 million and a net loss of €4.8 million
in 1998. The financial results of its audiovisual operations prior to 1998 were not material.

Internet. The financial results of Vivendi’s Internet operations prior to 1999 were not material.

Environment

Vivendi’s environmental businesses experienced revenue growth of 12% in 1998, due to acquisitions
(8%) and internal growth (5.6%), partially offset by the adverse effect of currency exchange rate changes
(—1.7%).

Operating expenses were €15 billion, up 11%. Excluding changes in the scope of consolidation, the
increase was 5.2%, slightly below revenue internal growth of 5.6%.

Operating income of Vivendi’s environmental businesses increased by 26% to €1,071 million in 1998.
This increase is primarily attributable to the FCC acquisition (11.9%) and the integration of Leigh
Interest, Linjebuss and Moravskoslezké Teplarny. Excluding changes in the scope of consolidation,
currency exchange and accounting policies, growth was 12.7%. This increase was due to the waste, energy
services and transportation sectors. Overall, the operating margin of Vivendi’s environmental businesses
rose from 6.0% to 6.7%.

Water. Water revenue increased 4.3% to €6.8 billion in 1998. Revenue in France increased by 2.5%
to €5.3 billion. International revenue, mainly generated in North America and the United Kingdom,
increased 12.6% on a comparable basis to €1.6 billion, largely due to a new contract in Gabon, which
generated revenue of €144 million (over 18 months), offsetting reductions attributable to Vivendi’s sale of
Research Cotrell. The contribution of this sector to Vivendi’s overall operating income was €405 million,
an increase of 5.7%, or 5.1% on a comparable basis and at constant exchange rates.

Waste Management. Waste revenue increased 28.7% to €2.8 billion in 1998. Internal growth was
9.2%, principally because of new contracts in the United Kingdom and Australia. Vivendi’s French
operations grew 7.7% to €1.8 billion, principally as a result of its commercial development efforts.
Internationally, revenue growth exceeded 63%, largely as a result of the acquisition of Leigh Interest,
which contributed €237 million.

The contribution of the waste sector to Vivendi’s operating income was €225.8 million, an increase of
42.6% over 1997. Internal growth was more than 20%, the remainder being due to the Leigh Interest
acquisition. The strong improvement of the profitability of the waste sector in 1998 resulted from a cost
cutting program in France, including the restructuring of the toxic waste treatment segment, as well as to
the restructuring measures taken in some previously loss-making international operations.

Energy. Energy-related revenue in 1998 declined 8.6% to €3.5 billion. This decrease is mainly due to
Vivendi’s sale of Williard & Limbach and Sithe’s assignment of the Nimo contracts (which together
reduced revenue by 12.7%). These dispositions more than offset growth caused by the integration of the
Boston Edison power plants (6.9%) and the positive effect of currency exchange rate changes (2%).

Energy-related operating income was up 11.3% to €290.5 million in 1998. Internal growth in operating
income, resulting largely from significant productivity gains in French operations and reductions in fixed
costs in Vivendi Environnement’s energy services operations, was 10.2%. The effect of changes in currency
exchange rates was negative 3.8%. Changes in the scope of consolidation caused a 4.9% increase in
operating income.

Transportation. Vivendi’s 1998 transportation revenue was €2 billion, an increase of 17.9% over
1997. The principal cause of this increase was the acquisition of Linjebuss, which generated 1998 revenue
of €305 million. Internal growth was 1.8%.
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Operating income for Vivendi’s transportation business was €75.2 million in 1998, an increase of
65.6% over 1997. Again, the increase was caused primarily by the inclusion of results of Linjebuss, which
contributed €16.3 million to Vivendi’s operating earnings.

FCC. FCC generated revenue of €1.7 billion in the second half of 1998 (of which Vivendi’s 49%
share was €848 million). FCC’s operating income was €74.5 million for the second half of 1998. FCC is
not included in Vivendi’s financial statements prior to 1998.

Construction and Real Estate

Vivendi’s construction and real estate businesses generated €9.7 billion in revenue in 1998, up from
€9.5 billion in 1997. This 2.8% increase consisted primarily of internal growth (2.0%), which more than
offset the effect of a more conservative business policy adopted by its construction business, which reduced
growth by approximately 1%.

Vivendi’s real estate business experienced internal growth of 18.9%, primarily due to a general
recovery in the French housing sector. The delivery of two significant office buildings in La Défense
business district near Paris had a positive impact on revenue of €69 million. Vivendi’s hotel management
business also performed well, in line with the general recovery of the sector in France.

Vivendi’s construction and real estate businesses accounted for 6% (or €79.4 million) of its total 1998
operating income, having generated a loss of €58.8 million in 1997. The improvement is due to the 1995-
97 restructuring of its construction operations in France, Germany and the United Kingdom, and its real
estate segment (which had also recorded significant provisions to cover the loss of value of its properties).

Construction. Construction’s contribution to Vivendi’s total revenue was €7.9 billion in 1998, down
1.5% from 1997. In France, revenue was €5.1 billion, down 2.9% as a result of Vivendi’s more selective
business policy pursuant to which it focused more on higher margin electrical engineering and road
building contracts at the expense of pure construction works. Revenue outside France was €2.8 billion in
1998, up 3% over 1997. This increase reflected a general improvement in construction markets in
Germany, the United Kingdom and parts of Africa.

Construction added €82.4 million to Vivendi’s 1998 operating income after generating a loss of €3.5
million in 1997. A change in accounting policy — from the use of the completed contracts method to the
percentage completion method — caused €25 million of this increase. The remainder (€60.9 million) was
due to the recovery of its German operations following a drastic restructuring in 1996.

Real Estate. Real estate contributed €1.8 billion to Vivendi’s 1998 revenue, up from €1.4 billion in
1997. This 25.8% increase resulted largely from increased volumes experienced by its housing and hotel
businesses and from the acquisition of Maeva, a real estate company focusing on vacation homes.

Real estate generated a €3 million operating loss in 1998, down from a loss of €55 million in 1997.
All its operations improved, particularly housing, which benefited from the recovery of the French market
and the positive effect of past restructuring measures.

Liquidity

Vivendi satisfied its needs for working capital, expenditures and acquisitions since January 1, 1997
primarily through a combination of cash generated from operations, cash received from the issue of debts
in the capital market and committed bank facilities, and the disposition of non-core assets and businesses.

Six Months Ended June 30, 2000

Net cash flow from operating activities reflects funds generated from operations and changes in
operating assets and liabilities. Net cash from operating activities was €337.3 million in the first six months
of 2000, compared to €137.9 million in the first six months of 1999. The increase was mainly due to an
increase in cash generated by Vivendi’s telecommunications segment and Environmental Services division.
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Net cash flow from financing activities was negative €1.7 billion for the first six months of 2000
compared to a positive €12.4 billion for the first six months of 1999. The result for the first six months of
1999 was primarily the result of non-recurring aspects of the United States Filter Corporation acquisition.

Net cash flow from investing activities consists of acquisitions and divestitures of intangible and
tangible assets, acquisitions of businesses, investments in companies accounted for using the equity method
and net differences of other investments and marketable securities. Net cash generated by investing
activities was a €1.2 billion in the first six months of 2000, compared to a negative €12.5 billion in the first
six months of 1999. The change is primarily a consequence of a decline in the use of cash to make
acquisitions (€1.5 billion in the first six months of 2000, net of cash and cash equivalents of the acquired
companies). In the first six months of 1999, Vivendi’s largest acquisition was United States Filter
Corporation. In the first six months of 2000, its principal acquisitions were in the Internet,
telecommunications and Environmental Services areas. Vivendi also invested €2.5 billion in property and
equipment, an increase of 69% over the first half of 1999. These investments related primarily to the
Environmental Services division, the improvement of Cegetel’s mobile telephony network and to the
acquisition of audiovisual rights and set-top boxes in the audiovisual and pay television segment. Cash
generated by disposals made during the first six months of 2000 amounted to €4 billion.

1997-99

Net cash flow from operating activities reflects funds generated from operations and changes in
operating assets and liabilities. Net cash from operating activities was €1.4 billion in 1999, €2.9 billion in
1998 and €1.6 billion in 1997. The decrease from 1998 to 1999 was mainly due to rising debt costs (which
increased by €0.5 billion in 1999) and sales of real estate assets. These factors more than offset increases
in cash generated by Vivendi’s telecommunications and multimedia and publishing segments. In 1998, the
improvement in Vivendi’s net cash flow from operating activities was mainly attributable to its
telecommunications, construction and real estate businesses. In the near future, Vivendi expects net cash
provided by operating activities to increase as a result of the continuing development of its
Communications division and from reduction of interest costs resulting from planned disposals.

Net cash flow from financing activities was €13.7 billion in 1999, €0.2 billion in 1998 and €1.7 billion
in 1997. The increase from 1998 to 1999 was mainly due to increased proceeds from the issuance of
common stock (€3.3 billion), principally in connection with the United States Filter Corporation
acquisition. The net increase in debt (€10.6 billion) resulted primarily from the issue of two series of
convertible bonds that together generated proceeds of €4.55 billion. The remainder, €6.0 billion, consisted
of additional credit facilities. In the next few years, Vivendi expects its net cash provided by financing
activities to increase as a result of reduced indebtedness.

Net cash flow from investing activities consists of acquisitions and divestitures of intangible and
tangible assets, acquisitions of businesses, investments in companies accounted for using the equity method
and net differences of other investments and marketable securities. Net cash used in investing activities
was €13.6 billion in 1999, €2.9 billion in 1998 and €3.1 billion in 1997. The change between 1998 and
1999 was primarily the consequence of the increase in strategic acquisitions paid for in cash to €9.7 billion
(net of cash and cash equivalents of the acquired companies). Vivendi’s main acquisitions were of United
States Filter Corporation, Superior Services, Havas Interactive, Elektrim, Medimedia and Sogeparc
(representing, in the aggregate, a total cash investment of €12 billion). Vivendi also invested €5.6 billion in
property and equipment, an increase of 44% over 1998, principally to finance Sithe’s acquisition of GPU
power generation plants and to strengthen Cegetel’s mobile telephony network. In order to stabilize the
market price of Vivendi’s shares and to cover stock option commitments, Vivendi acquired treasury shares
for €1.4 billion. These investments more than offset the €2.9 billion generated through the 1999 real estate
sales, the billboard advertising sale, the Audiofina sale, the Havas Advertising sale and sales of shares and
marketable securities.

Vivendi expects net cash flow from operating activities to increase as a result of the merger
transactions: First, Vivendi expects the addition of Seagram’s array of content assets to increase demand
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for its access services, and therefore to increase the net cash generated by its access operations; second,
Vivendi believes that Seagram’s businesses — particularly its recorded music business — will generate
strong cash flow, consistent with their historical performance. Vivendi intends to acquire Seagram common
shares through a capital increase; the acquisition, therefore, will not affect Vivendi’s indebtedness.
Vivendi’s plan to dispose of Seagram’s spirits and wine business, and Vivendi believes that the proceeds
from this disposal will be sufficient to eliminate Seagram’s current indebtedness, and therefore its need for
cash to meet debt repayment obligations. The merger transactions may trigger change of control provisions
in certain agreements to which Seagram is a party. However, there are no amounts outstanding under
these agreements.

Vivendi expects that it will be able to satisfy its cash requirements for the next 12 months without
raising additional funds. Vivendi Environnement, the subsidiary to which Vivendi has contributed its direct
and indirect interests in its environmental management companies, intends to use the proceeds of its recent
public offering and private placement to repay a portion of the debt it owes to Vivendi. Vivendi expects
Vivendi Environnement to meet its need for liquidity, and to repay the debt it owes to Vivendi, from net
cash provided by operations. As to Vivendi’s communications division, and its company as a whole,
Vivendi expects cash flow from operations, combined with proceeds from disposals of non-core assets, to
meet its need for liquidity. Cash flow from these sources, however, may not be sufficient to finance capital
expenditures in Vivendi’s telecommunications and Internet segments, in which case it would incur some
additional debt, likely in the form of bank loans.

Capital Resources

Six Months Ended June 30, 2000

Vivendi meets its long-term financing needs through the issuance of bonds and convertible debt and
adapts to changes in those needs through the issuance of commercial paper and through short-term credit
facilities.

Vivendi’s material capital resources as of June 30, 2000 were as follows:

e €12.5 billion in total shareholders’ equity (up from €10.8 billion at the end of 1999);
» €18.8 billion in long-term debt (down from €19.1 billion at the end of 1999); and

e €14.9 billion in short-term debt (down from €15 billion at the end of 1999).

Vivendi’s ratio of net financial debt (short-term and long-term debt, net of short-term loans, cash and
cash equivalents and marketable securities) to total equity (shareholders’ equity and minority interests)
was 130.3% at the end of June 30, 2000 (down from 152.8% at the end of year 1999).

At the end of June 2000, Vivendi financial debt is allocated as follows:

« about 90% relates to Vivendi Environnement. The increase in the capital of Vivendi Environnement,
the agreement with EDF and the sale of non-core businesses are expected to result in debt
reduction of approximately €5.3 billion. Vivendi expects to fund Vivendi Environnement’s capital
expenditures requirements from its net cash inflows and existing external financing.

« the remainder relates to Vivendi’s other operations, principally its Communications division. Vivendi
expects to reduce this indebtedness through the disposals of its remaining interest in Sithe and
BSkyB. Vivendi expects to fund future capital expenditures requirements of its publishing and
multimedia activities from future net cash inflows generated by those activities and telecommunica-
tions and Internet through additional issuances of debt or the IPO of its Vizzavi subsidiary.

287



1997-99

Vivendi’s material capital resources as of December 31, 1999 were as follows:

e €10.9 billion in total shareholders’ equity (up from €7.8 billion in 1998);

€19 billion in long-term debt (up from €9.8 billion in 1998 and €6.7 billion in 1997); and
e €15 billion in short-term debt (up from €5.1 billion in 1998 and €3.4 billion in 1997).

Vivendi’s ratio of net financial debt (short-term and long-term debt, net of short-term loans, cash and
cash equivalents and marketable securities) to total equity (shareholders’ equity and minority interests)
was 152.8% in 1999 (up from 63.3% in 1998 and 48.6% in 1997).

At the end of 1999, Vivendi financial debt is as follows:

» about three-quarters related to Vivendi Environment. Vivendi expects to fund Vivendi Environne-
ment’s capital expenditures requirements from its net cash inflows and existing external financing.

 the remainder relates to Vivendi’s Communications operations and other activities. Vivendi expects
to reduce its indebtedness through planned disposals of Vinci shares, GPU assets and Nexity.
Vivendi expects to fund future capital expenditure requirements of its publishing and multimedia
activities from future net cash inflows generated by these activities. Regarding Vivendi’s
telecommunication and Internet activities, Vivendi expects to fund its future substantial capital
expenditure requirements through additional incurrence of debt or through an TPO of its Internet
activities.

Capital Expenditures
Six Months Ended June 30, 2000

Vivendi’s total capital expenditures were €2.5 billion in the first six months of 2000, up 75% from the
first six months of 1999. The increase was mainly due to the integration of CANAL+, which was not
consolidated in the six months of 1999, and to increased expenditures in the Environmental Services
division. Vivendi’s primary 1999 capital expenditures consisted of the following:

o Telecommunications — €395.2 million, principally related to the expansion of the mobile telephone
network;

o Other Communication businesses — €372 million, including publishing and multimedia capital
expenditures of €52.9 million, audiovisual and pay television expenditures of €303.6 million
(primarily for audiovisual rights and set-top boxes) and Internet expenditures of €4.9 million.

o Environmental Services — €1.4 billion in capital expenditures related to building, upgrading or
maintaining environmental facilities, including:

— €555 million in the water segment, including €67.1 million for major overhauls and repairs,
and €147 million in connection with a new contract with Hyundai;

— €514.8 million in the waste management segment, including the purchase of Allied assets for
€213 million;

— €151.2 million in the energy services segment, including €47 million for power production
installations and €52.3 million for maintaining investments;

— €81.5 million in the transportation segment;
— €66 million for FCC; and

— €402.5 million for other activities, including €379.2 million for Sithe.
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Acquisitions

Vivendi invested €1.8 billion in the acquisition of other companies in the first six months of 2000.
This amount corresponds to the cash and non-cash investments made by Vivendi and does not take into
account cash held by the acquired companies. Vivendi’s main acquisitions in the period can be categorized
as follows:

o Internet developments — €485.9 million, principally used to acquire i.France (€149 million) and
Scoot (€104 million);

e International development in the telecommunications segment — €277.2 million relating to
acquisition of United Telecom Investment in Hungary (€128 million), Kencell in Kenya (€36
million) and Xfera in Spain (€45 million);

* Audiovisual and pay television — €365.9 million in connection with financing of development of
subsidiaries (including CANAL+ Belgium, Eurosport and Sogecable);

e MultiMedia and Publishing — €176.4 million, including €92 million in Staywell, a medical
publishing company;

o Environemental services — €336.6 million (including €250 million dedicated to international
expansion); and

e Other — including €109.4 million mainly attributable to Sithe.

1997-99

Vivendi’s total capital expenditures were €5.6 billion in 1999, up more than 40% compared to 1998.
The increase is mainly due to Sithe’s purchase of GPU assets. Vivendi’s primary 1999 capital expenditures
consisted of the following:

Growth of the telecommunication units

 Capital expenditures of €889 million dedicated to expanding the capacity of Vivendi’s mobile
telephone network;

* Capital expenditures of €75 million dedicated to continued development of Vivendi’s fixed-line
network;

Other Communication businesses
 Publishing and multimedia capital expenditures of €95.5 million;

e Audiovisual capital expenditure of €182.2 million;

Building, upgrading or maintaining investments in environment-related businesses

» Expenditures of €736 million dedicated to water activities, including €160.5 million for major
overhauls and repairs;

» Expenditures of €413 million dedicated to waste activities;

» Expenditures of €407 million dedicated to energy services activities, including €187 million for
power production installations and €85.6 million for maintaining investments;

» Expenditures of €241 million dedicated to transportation activities, in connection with Connex rail
expenditure commitments and new contracts;
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» Expenditures of €108 dedicated to FCC activities; and

» Expenditures of €2 billion dedicated to independent power production, in particular to acquire GPU
assets (which were sold at the beginning of 2000).

Acquisitions

Vivendi invested €15.9 billion in the acquisition of other companies in 1999. This amount corresponds
to the cash and non-cash investments made by Vivendi and does not take into account the cash of the
acquired companies.

Vivendi’s main acquisitions can be categorized as follows:

* International expansion — €10.7 billion, principally used to acquire United States Filter Corpora-
tion, Superior Services, Havas Interactive, Elektrim and assets from Waste Management;

 Audiovisual — €3.8 billion, relating to its additional stake in CANAL+ and in BSkyB; and

e Others — €1.4 billion, including €598 million used to finance Vinci’s acquisition of Sogeparc.

Effect of Inflation

Inflation did not have a material effect on Vivendi’s revenue or income from continuing operations in
the 1997-99 period.

Recent Developments

Among the developments that have occurred since June 30, 2000 that could affect Vivendi’s future
results of operations, liquidity and capital resources are the following:

e Merger transactions — as described elsewhere in this joint proxy statement-prospectus, Vivendi
expects the merger transactions with Seagram and CANAL+ significantly enhance its competitive
position on an ongoing basis. In addition, Vivendi expects the listing of its ADSs on the NYSE to
broaden its equity base, as well as that of Vivendi Universal;

e IPO and listing of Vivendi Environnement — Vivendi sold approximately 37% of Vivendi
Environnement in an PO and caused Vivendi Environnement to be listed on the Paris Stock
Exchange in July 2000. Following the TPO, Vivendi acquired an additional 9% interest in Vivendi
Environnement, increasing its interest to 72%.

e EDF/Vivendi Environnement — under the agreement signed in June 2000 between Vivendi
Environnement and EDF, Dalkia will consolidate its energy operations with those of EDF. EDF
will initially purchase a 34% stake in CGC Holding, Dalkia’s direct parent and Vivendi’s stake will
be reduced to 66%.

e Vinci/GTM transaction — In July 2000, Vinci launched a friendly exchange offer for GTM. If the
transaction is consummated, Vivendi’s stake in the combined company will be less than 10%.

 Disposal of Sithe — In August 2000, Vivendi entered into an agreement pursuant to which it
reduced its stake to approximately 30%. Further to this agreement Sithe will be deconsolidated and
the consolidated debt would be reduced by €3.5 billion in the short term.

General Accounting Principles: French GAAP Compared to U.S. GAAP

The consolidated financial statements included elsewhere herein have been prepared in accordance
with French GAAP, which differ in certain significant respects from U.S. GAAP.

For the years ended December 31, 1999 and 1998, Vivendi had a net income under U.S. GAAP of
€330.6 million and €565.2 million, respectively, compared to €1,431 million and €1,120.8 million under
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French GAAP. Under U.S. GAAP, shareholder’s equity was €17,039 million and €10,265.4 for 1999 and
1998, respectively, compared to €10,892.2 million and €7,840.2 million under French GAAP.

The most significant reconciling item relates to business combination accounting as described in
note 25A of Vivendi’s financial statements. Under French GAAP goodwill may be recorded as a reduction
of shareholder’s equity when the acquisition has been paid for with equity securities, whereas goodwill is
recognised as an asset under U.S. GAAP. Significant mergers that do not meet the U.S. GAAP criteria
for pooling have been accounted for in Vivendi’s consolidated financial statements using a method pursuant
to which goodwill is computed as the difference between the consideration paid and the net historical book
value acquired. For U.S. GAAP purposes, these transactions are considered purchases.

Business combination reconciling items have the following impact on equity and net income presented
in Vivendi’s consolidated financial statements prepared under French GAAP:

* an increase of its equity by €7,876.3 million and €3,160 million for the years ended December 31,
1999 and 1998, respectively, and

 a decrease in its net income by €1,052.7 million and €191 million for the years ended December 31,
1999 and 1998, respectively.

Other significant reconciling items relate to intangible assets, impairment, financial instruments and
pension plans and stock based compensation. These items are further described in note 25A to Vivendi’s
consolidated financial statements.

Vivendi’s Exposure to Market Risks

As a result of Vivendi’s global operating and financing activities, it is subject to various market risks
relating to fluctuations in interest rates, foreign currency exchange rates and equity market risks relating to
investment securities. Vivendi follows a centrally managed risk management policy approved by its Board
of Directors. As part of this policy, Vivendi uses derivative financial instruments to manage interest rate
risk, primarily related to long-term debt, and foreign currency risk associated with foreign denominated
assets. Vivendi generally does not use derivative or other financial instruments for trading purposes.
Vivendi’s accounting policy for hedge instruments is described in Note 2 to its consolidated financial
statements.

Exposure to Interest Rate Risk

As a result of Vivendi’s regular borrowing activities, its operating results are exposed to fluctuations in
interest rates. Vivendi has short-term and long-term debt with both fixed and variable interest rates. Short-
term debt is primarily comprised of secured and unsecured notes payable to banks and bank lines of credit
used to finance working capital requirements. Short-term investments are primarily comprised of cash and
equivalents and marketable securities. Long-term debt represents publicly held unsecured notes and
debentures and certain notes payable to banks used to finance long-term investments such as business
acquisitions. Derivative financial instruments used to manage interest rate risk relating to long-term debt
include interest rate swaps and caps.
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The following table provides information about Vivendi’s financial instruments with significant
sensitivity to changes in interest rates. The table presents the outstanding balance, or notional amount for
swaps and caps and the related weighted-average interest rates as of December 31, 1999. Weighted-
average interest rates on variable-rate debt and swaps are based on current rates as of December 31, 1999.
Rates on interest rate caps represent the weighted average strike rates at December 31, 1999 (in millions
of euros).

Weighted
average
(€ millions) rate
Financial Assets
Loans and financial assets . . ... ...t e 4,309.2 3.57%
Financial Liabilities
Short-term debt ... ... 15,017.4 3.54%
Long-term debt — variable rate .......... ... i 9,919.4 4.19%
Long-term debt — fixed rate. .. ... oo 9,313.6 4.03%
Derivative Financial Instruments (a)
Interest rate swaps — fixed rate pay ...t 6,725.9 4.69%
Interest rate swaps — variable rate pay ... .. ...t 1,313.3 6.00%
Interest rate caps and collars (b)........ ... i 2,759.5 4.40%

(a) These amounts are the weighted averages of interest rate swaps and caps with pay features in 2000. In
addition, as of December 31, 1999, Vivendi had €396.4 million notional interest fixed rate pay swaps
with delayed effective dates that commence after 12 months.

(b) Interest rate caps consist of contractual agreements under which Vivendi receives payments if and
when market rates exceed certain levels. Strike terms are based on EURIBOR three months. Vivendi
has €1.829 million notional amount of double strike interest caps which start in 2004, ending in 2008
with an average first strike of 4.5% and an average second strike of 5.5%.

Based upon the above information, a hypothetical increase in average market rates of 1% over the
year 2000 would result in a decrease (before taxes) in Vivendi’s annual net income of approximately
€153 million.

Exposure to Foreign Currency Risk

Vivendi has worldwide operations that include significant operations in countries outside of the euro
zone. In 1999, 28.6% of Vivendi’s sales were in non-euro currencies, particularly U.S. dollars and British
pounds. Because product and operating costs are based largely on the currency in which related revenue is
generated, Vivendi faces limited related foreign exchange exposure in this area. Vivendi considers this risk
to be immaterial and has historically not attempted to hedge its exposure to foreign currency fluctuations.

Vivendi does face foreign currency exchange risk to the extent that it plans disposals of assets
denominated in currencies other than the euro and to the extent that it has non-euro cash needs. Vivendi
enters into forward contracts to hedge specific firm commitments and anticipated foreign currency
denominated transactions. As of December 31, 1999, Vivendi’s primary risk related to a planned
disposition of Sithe and the repayment of a U.S. dollar denominated loan related to the acquisition of
GPU. As of December 31, 1999, Vivendi maintained a net forward position of the sale of U.S.$1.6 billion
linked to the planned disposition and the repayment of the loan.
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Exposure to Equity Markets Risk

Vivendi’s exposure to equity markets risk relates primarily to its investments in the marketable
securities of unconsolidated entities and derivative equity instruments. As of December 31, 1999, Vivendi
held equity market securities of €3,599 million, including €2,562 in its own shares. Other significant equity
securities held as of December 31, 1999 were as follows (in millions of euros):

Company Amount Percent

Saint-Gobain . . . ...t 250 6.9%
Washington Baltimore through Facic................................... 185 5.1%
Alcatel ... 444 12.3%
Eiffage . ... 43 1.2%
VIvendi. . ..o 2,562 71.2%
OtheT . 115 _3.3%
Total equity INVEStMENtS . ... ..ottt 3,599 100.0%

In addition, Vivendi has written put options for approximately 2.6 million shares of its own stock at an
average strike price of €64.1 (the highest strike price is €71.55, the lowest is €50.5) and an average
maturity of February 2002. These options were issued in connection with the merger with Pathé. The price
of Vivendi’s stock was €89.65 as of December 31, 1999. Vivendi generally does not use derivative financial
instruments to limit its exposure to equity market risk.

A hypothetical decrease of 10% of overall portfolio share prices in 2000 would result in a decrease in
Vivendi’s equity market portfolio of €360 million.

Exposure to Other Market Risks

Vivendi does not consider its exposure to other market risks material.

Nature of Trading Market

The Paris Bourse

Vivendi’s ordinary shares have been listed on the Paris Bourse since 1853 and are included in the
CAC40 Index. Upon issuance, Vivendi Universal’s ordinary shares will be listed on the Paris Bourse and
are expected to be included in the CAC40 Index. Authorized financial institutions that are members of the
Paris Bourse trade securities listed on the Premier Marché or the Second Marché of the Paris Bourse.
Securities listed on the Premier Marché trade continuously on each business day from 9:00 A.M. to 5:30
P.M. (Paris time), with a pre-opening session from 7:45 A.M. to 9:00 A.M. Any trade of a security that
occurs after a stock exchange session closes is recorded on the next business day at the previous session’s
closing price for that security. The Paris Bourse has introduced continuous electronic trading during
trading hours for most listed securities. ParisBourse™ S.A. manages and operates the Paris Bourse.
ParisBourse™ S.A. publishes a daily official price list that includes price information on listed securities.

ParisBourse™ S.A. places securities listed on the Premier Marché, the Second Marché or the Nouveau
Marché, depending on their trading volume. ParisBourse™ S.A. has placed Vivendi’s shares in the category
known as Continu A, which includes the most actively traded securities. The minimum daily trading
volume required for a security to be in Continu A is twenty trades or FF 250,000, equal to €38,112.

ParisBourse™ S.A. may suspend trading in a security listed on the Premier Marché if the quoted price
of the security exceeds specific price limits defined by its regulations. In particular, if the quoted price of a
Continu A security varies by more than 10% from the previous day’s closing price, ParisBourse™ S.A. may
suspend trading in that security for up to 15 minutes. It may suspend trading for a further 15 minutes if
the price again varies by more than 5%. ParisBourse™ S.A. may also suspend trading of a security listed on
the Premier Marché in other limited circumstances, including, for example, when there is unusual trading
activity in the security. In addition, the Conseil des Marchés Financiers, the organization with general
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SBF

authority over French stock exchanges, may also require ParisBourse
exceptional cases.

S.A. to suspend trading in

Trades of securities listed on the Premier Marché are settled on a cash basis on the third day
following the trade. Market intermediaries are also permitted to offer investors a deferred settlement
service (service de reglement differé) for a fee. The deferred settlement service is only available for trades
in securities with a total market capitalization of at least 1 billion and that have a daily average volume of
trades of at least 1 million. Investors can elect on the determination date (date de liquidation), which is
the fifth trading day before the end of the month, either to settle by the last trading day of the month or
to pay an additional fee and postpone the settlement decision to the determination date of the following
month. Vivendi Universal’s shares will be eligible for the deferred settlement service after the completion
of the merger transactions.

Equity securities traded on a deferred settlement basis are considered to have been transferred only
after they have been registered in the purchaser’s account. Under French securities regulations, any sale of
a security traded on a deferred settlement basis during the month of a dividend payment is deemed to
occur after the dividend has been paid. If the sale takes place before, but during the month of, a dividend
payment date, the purchaser’s account will be credited with an amount equal to the dividend paid and the
seller’s account will be debited by the same amount.

On September 22, 2000, ParisBourse™ S.A. announced that it would merge with the Brussels and
Amsterdam exchanges in order to create the Euronext stock exchange.

Vivendi’s Purchase of Its Own Shares

Under French law, Vivendi may not issue shares to itself. However, it may, either directly or through
a financial intermediary acting on its behalf, purchase its shares for one of three purposes:

 to reduce its share capital by canceling the shares it purchases with its sharecholders’ approval at an
extraordinary general meeting;

* to provide shares to its employees under a profit-sharing plan or stock option plan; or

* to acquire up to 10% of its share capital, provided its shares are listed on a regulated market (e.g.,
the Premier Marché, the Second Marché or the Nouveau Marché). To acquire its shares for this
purpose, Vivendi must first file a note d’information that has received the approval, or visa of the
Commission des Opérations de Bourse (“COB”) and then obtain its shareholders’ approval at an
ordinary general meeting.

Vivendi may not cancel more than 10% of its outstanding share capital over any 24-month period. In
addition, Vivendi may not repurchase shares to reduce its share capital or to provide shares to its
employees in an amount that would result in it holding, directly or through a person acting on its behalf,
more than 10% of its outstanding share capital or, if Vivendi has different classes of shares, 10% of the
shares in each class.

Vivendi must hold any shares it repurchases in registered form. These shares must also be fully paid
up. Shares that Vivendi repurchases are deemed to be outstanding under French law but are not entitled
to dividends or voting rights, and Vivendi may not exercise the preferential subscription rights attached to
them.

At an extraordinary general meeting, the shareholders may decide not to take these shares into
account in determining the preferential subscription rights attached to the other shares. However, if the
shareholders decide to take them into account, Vivendi must either sell the rights attached to the shares it
holds on the market before the end of the subscription period or distribute them to the other shareholders
on a pro rata basis.
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Vivendi’s Trading in Its Own Shares

Under Reglement n° 90-04 of the COB, as amended, Vivendi may not trade in its own shares for the
purpose of manipulating the market. Trades by a company in its own shares will be permitted if:

« they are executed on behalf of the company by only one intermediary in each trading session
(except that, during the issue period of any securities, more than one intermediary can be involved
if the trades are made to ensure the success of the issuance);

 no block trades are made at a price above the current market price; and

* each trade is made at a price that falls between the lowest and the highest trading price of the
trading session during which it is executed.

If a company’s shares, like Vivendi’s shares, are continuously quoted (cotation en continu), then a
trade will be permitted only if it meets three additional requirements:

* the trade must not influence the determination of the quoted price before the opening of trading, at
the first trade of the shares, at the reopening of trading following a suspension, or, as applicable, in
the last half hour of any trading session or at the fixing of the closing price;

* the trade must not be carried out in order to influence the price of a derivative instrument relating
to the company’s shares; and

* the trade must not account for more than 25% of the average total daily trading volume on the
Paris Bourse in the shares during the five trading days immediately preceding the trade. This last
requirement applies only to trades in shares that, like Vivendi’s shares, are traded on the monthly
settlement market.

Vivendi is not permitted to trade in its own securities during the 15-day period before the date on
which it makes its consolidated or annual accounts public. It is also prohibited from trading in its own
shares when it is in possession of non-public information that, if disclosed, would have a significant impact
on the market price of its securities.

After making an initial repurchase of its own shares, Vivendi must file monthly reports with the COB

and the CMF that contain specified information about subsequent transactions. The CMF makes this
information publicly available.

295



CANAL+

General

CANAL+ is Europe’s leading pay television company, with approximately 14 million subscriptions in
11 countries at the end of 1999, 40% of which were for digital television. CANAL+ also produces more
than 25 theme channels for cable and satellite distribution in 14 countries, and is a European leader in
film and television production, distribution and rights management, with Europe’s second largest film rights
library based on number of titles. In addition, CANAL+ is Europe’s leading supplier of software
technologies that enable network operators to deliver secure interactive services over digital television
networks. CANAL++ had consolidated revenues of €3.3 billion in 1999, 79% of which came from
subscription fees.

CANAL+, a French société anonyme, was founded in 1983 and began broadcasting in 1984. Its
shares have been listed on the monthly settlement market of the premier marché of the ParisBourse since
November 1987, and are included in the French CAC 40 index and the Euro Stoxx 50 index. Its shares
are also traded on the SEAQ international system in London, as well as over the counter in the United
States in the form of American Depositary Shares, each representing one-fifth of a share. On August 4,
2000, the closing price of CANAL+’s shares on the Paris Bourse was €167 per share. Vivendi currently
holds 48.7% of CANAL++’s share capital.

CANAL++ Group Strategy

CANAL+’s overall strategy is to become Europe’s leading multiservice television provider by taking
advantage of its leadership in the pay television business, promoting the expansion of digital television and
developing its lineup of interactive and internet-based services. The principal steps that CANAL+ is
taking to achieve its objective include the following:

e Leverage CANAL+’s position as Europe’s leading pay television company and its extensive content
assets to take advantage of the convergence of pay television, e-commerce, interactive services and
the internet.

e Provide a full range of quality content across the media value chain, including premium pay
television broadcasts of movies and sports programming, theme channels designed to appeal
intensely to their target audiences, and quality film and television productions.

» Expand the use of digital transmission technologies, including in the emerging European market for
digital terrestrial television.

* Roll out new generation JavaScript-based digital decoders, called “net-top boxes,” to all digital
subscribers, giving the subscribers easy-to-use, secure access to interactive and internet-based
services through their television sets.

» Focus on the customer, taking advantage of CANAL++’s direct relations with all of its subscribers
and its long-standing experience in subscriber management to tailor services designed to meet
customer demand.

Group History

In 1984, CANAL+ launched the first French pay television channel, with programming focused on
recent film releases and sports events. It quickly diversified into new countries and into areas related to pay
television. Together with local partners, CANAL+ created pay television channels in Belgium (1989),
Spain (1990), Germany (1991), Africa (1991) and Poland (1995). In 1990, CANAL+ began the
production of theme channels in France, broadcast initially via cable. In 1992, CANAL+ launched its
CANALSATELLITE package in France, a direct-to-home satellite broadcasting service that offers a broad
array of channels, initially using analog technology. In 1996, CANAL+ launched its first digital offering,
CANALSATELLITE Numérique, in France, a concept that was expanded into Spain in 1997.
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In 1997, CANAL+ acquired the Dutch pay television company Nethold, substantially expanding its
presence in Europe by adding pay television channels in Italy, the Netherlands and the Nordic countries.
Following the acquisition, CANAL+ changed the offerings of services of its new subsidiaries, using the
same formula that it employed in France, Spain and elsewhere. This included an expanded product
offering, promotion of digital direct-to-home satellite packages and improvement of customer care. The
result has been a significant increase in CANAL+’s international subscriptions, which in 1999 exceeded
French subscriptions for the first time.

CANALH+ first expanded upstream into television and film production and distribution in 1987 with
the creation of Ellipse Programme, a television production house that in 2000 was contributed to Expand
to form France’s largest television production company. Then CANAL+ created its French film
production subsidiary, Le Studio CANAL+ (now called Studio Canal France), which is currently the
largest producer and distributor of films in France. In 1996, CANAL+ acquired two major film libraries
and integrated its film, television and rights management businesses operationally, a process that was
strengthened with the December 1998 contribution of CANAL+’s principal subsidiaries involved in these
businesses to Studio Canal. From 1998 to 2000, the merged company, now called StudioCanal, entered
into international production and film rights acquisition partnerships with major international studios, and
began to build a pan-European film distribution network. In May 2000, StudioCanal’s shares were listed
on the monthly settlement market of the Premier Marché of the Paris Bourse.

Since 1984, CANAL+ has invested in the technology necessary to serve its expanding business. It
pioneered conditional access technology, which scrambles programming so that only viewers that pay their
subscription fees can decode and access the programming. It first deployed its current, proprietary
conditional access system, known as Mediaguard, in 1996, together with a sophisticated, interactive
services system known as Mediahighway. In May 2000, CANAL+ contributed the Mediaguard system
(previously held in a joint venture with Bertelsmann AG) and the Mediahighway system to a new
subsidiary, CANAL+ Technologies. CANAL+ expects that CANAL+ Technologies will conduct a public
share offering in the second half of 2000.

The European Pay Television Industry

CANAL+’s largest business is the production and distribution of channels that are broadcast on
continental European pay-television systems. Pay-television involves the transmission of programming to
households in encrypted form, with viewers using a special decoding device to allow them to watch the
programming. Pay-television companies charge viewers a fee for the use of decoders that provide access to
a package of television channels or events. This is in contrast to clear broadcasting, which is freely
available in the area of reception and derives revenues principally from selling advertising or public
subsidies.

Pay-television programming is distributed to viewers through three principal technologies: over-the-air
television, cable television and “direct-to-home” satellite transmission. Over-the-air television is broadcast
directly to homes from terrestrial stations and can be received by standard television sets with ordinary
antennas. Currently, most over-the-air broadcasting uses analog technology. Many European countries are
in the process of offering digital terrestrial licenses, which will permit over-the-air broadcasting using
digital technology, in which programming is broadcast in the form of a digital signal that can be
compressed to facilitate multiple channel transmission through a single channel’s bandwidth. In cable
television, an operator links a broadcasting facility to households using a network of interconnected cables,
generally under a franchise from a local, regional or national administrative authority. The operator
receives programming at its facility by satellite or other means and retransmits it to households over its
network in scrambled form. In “direct-to-home” satellite transmission, households purchase a parabolic
antenna that permits them to receive encrypted signals directly from one or more satellites. Satellite
system operators typically lease transmission capacity from satellite owners for use in broadcasting their
packages to subscribers. Most European cable and direct-to-home satellite systems use digital broadcasting
technology.
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There are generally four types of pay-television programming that are currently available in Europe:

e Premium. Premium channels generally show recently released Hollywood and European films and
live sporting events, often including soccer matches in the first division of the relevant country’s
league. Viewers pay a separate fee to receive premium channels. The French CANAL+ channel,
which is the flagship channel of CANAL+, is an example of a premium channel. Premium
channels are the only type of pay television currently broadcast over the air, although they are also
broadcast on cable and satellite systems.

e Basic. A “basic” package includes several channels that are available to all subscribers to a cable
or satellite system. Typically, basic packages include international channels such as CNN, BBC
World Service and MTV, thematic channels such as those produced by CANAL+ and in some
cases high quality broadcasts of local over-the-air channels.

e Option. Option channels are offered to viewers in cable and satellite systems as supplements to the
basic package, either on a single channel basis or in a package that includes several option
channels. Typically, option channels are thematic channels that give viewers more access to their
chosen themes than the basic package.

o Pay-per-view. Pay-per-view channels offer subscribers single events or groups of events for a fee
specific to those events. Pay-per-view events typically offer subscribers access to major sporting
events and movies before they become available on premium channels.

Pay-per-view is an interactive service, meaning that the viewer interacts with the network operator to
order specific services, typically movies and sporting events in the case of pay-per-view. Using technology
such as CANAL++’s Mediahighway system, cable and satellite systems are being equipped for a variety of
additional interactive services, including internet-related services.

Activities of CANAL+
Pay Television in France
CANALA+ Premium Channel

CANAL++’s French premium channel is the flagship of the CANAL+ group. For more than 15 years,
it has provided subscribers with quality programming presented in a unique format. The premium channel
focuses on recent movies and headline sports events, accompanied by scrambled entertainment programs
and unscrambled shows. As of December 31, 1999, CANAL++’s French premium channel had 4.6 million
subscriptions. More than a quarter of its subscriptions were digital. It added 524,000 new subscribers in
1999, and had a churn rate of 8.8%. The “churn rate” is the percentage of subscribers at the beginning of
any year that are no longer subscribers at the end of that year.

Programming. CANAL+ broadcasts premium quality programming, focusing principally on first-run
movies and sporting events. Movies accounted for approximately 42% of CANAL+’s 1999 airtime, sports
for approximately 14%, made-for-television films for approximately 12% and family entertainment and
documentaries for most of the remainder.

CANAL+ broadcasts between 450 and 500 first-run movies each year, including the majority of
recent French productions, popular American films, and movies from around the world. Most films are
broadcast one year after theatrical release in France, which is between one and two years before they are
broadcast on other channels. Movies are repeated from time to time over a two-month period to provide
maximum flexibility for subscribers.

CANAL+ provides financing for nearly 80% of French movies, principally by acquiring first-run pay
television broadcast rights to those films before the films are produced. CANAL+ is required to finance
French film production under its broadcast license, although its financing also provides it with a steady
flow of quality French films. In April 1999, CANAL+ entered into an agreement with an association
representing the French film industry. Under this agreement, CANAL+ has an exclusive 18-month license
to broadcast French films for which it provides at least 30% of the financing or at least 16 million francs.
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See “— License Requirements and Regulation.” To secure access to movies made outside France,
CANAL+ signed exclusive, long-term broadcasting rights agreements in 1996 and 1997 with seven US
studios — Columbia, Disney, Fox, MCA, Warner Brothers, Miramax and DreamWorks.

The CANAL+ premium channel also broadcasts major sports events. One of the principal attractions
of the channel to a large portion of subscribers is CANAL++’s broadcasts of soccer matches. Its soccer
rights include the French first and second division soccer championships, the Champion’s league, the
UEFA Cup, the European junior championships and the Italian, English, German, Spanish, Dutch and
Swiss national championships. In June 1999, CANAL+ signed a five-year contract giving its joint rights
with the free channel TFI to the French soccer championship. CANAL+ also provides extensive coverage
of rugby (including the French championships and the 1999 Rugby World Cup), golf (including all four
Grand Slam golf tournaments), boxing, basketball, American football, hockey and track and field.

The premium channel also broadcasts other quality programming such as documentaries, in-house
produced series, events and shorts. Approximately 18% of CANAL+’s airtime is devoted to unscrambled
programming, a requirement of CANAL+’s broadcast license that CANAL+ has turned to its advantage
as an effective promotional tool.

Broadcast Technology

The CANAL+ premium channel is broadcast in analog format over-the-air throughout France. Over-
the-air subscribers receive an encrypted analog signal that is decoded by a set-top box. The channel is also
broadcast in digital format over the CANALSATELLITE and TPS direct-to-home satellite systems, and
over the principal cable television systems in France. More than one quarter of CANAL+’s subscribers
received the channel in digital format at the end of 1999.

Digital subscribers receive four premium channels, including the channel that is broadcast over-the-
air, and three additional channels known as CANAL+ Jaune and CANAL+ Bleu and CANAL+ Vert.
Films and sporting events are broadcast at different times on the different channels, giving viewers more
flexibility as to viewing times. Viewers can also choose to view foreign films in their original languages or
dubbed into French. They also have access to advanced interactive services such as the “bloc-notes
interactif” function that enables viewers to use their remote control to access real-time information about
selected live programs.

License Requirements and Regulation

CANAL+ broadcasts the premium channel under a license granted by the French audiovisual
authority, the Conseil Superieur de I’Audiovisuel. The license, which was first granted in 1984 and was
most recently renewed in May 2000, for a period of five years.

CANAL+ is required under its license to invest at least 20% of its net subscriber revenues in the
acquisition of film broadcast rights. At least 60% of this amount must be spent on European films, with
French language films accounting for 75% of the total (i.e., 9% of net subscriber revenues must be
invested in the acquisition of broadcasting rights to French language films). In addition, French
audiovisual law and European broadcasting regulations require CANAL+ to satisfy certain quotas for
broadcasting films and television programs. Under these requirements, at least 60% of the programming
broadcast by CANAL+ must be of European origin, and at least 40% must be originally in the French
language. French law also requires CANAL+ to devote at least 4.5% of its annual revenues to acquiring
rights in new French or European television programming, with independent production accounting for
50% of the total.

CANAL+’s broadcast license places restrictions on the times at which CANAL+ can broadcast
movies. CANAL+ is prohibited from broadcasting movies on Wednesdays from 1:00 pm to 9:00 pm, on
Fridays from 6:00 pm to 11:00 pm, Saturdays from 1:00 pm to 11:00 pm, and Sundays and holidays from
1:00 pm to 6:00 pm. CANAL+’s license also contains provisions governing, among other things, the
amount and timing of CANAL+’s unscrambled programming and the use of advertising.
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CANALSATELLITE

With the launch of CANALSATELLITE in 1992, CANAL+ moved from marketing a single
premium television channel to providing a package of programs and services. At December 31, 1999,
CANALSATELLITE was the leading direct-to-home satellite broadcaster with 1.4 million subscriptions.
CANAL+ owns 66% of CANALSATELLITE, and the Lagardére group has owned the remainder since
June 2000.

CANALSATELLITE currently offers more than 200 channels to its subscribers in France. The
channel offering includes the latest in entertainment and interactive services, including:

» A basic package with 39 channels based on nine themes: sports, discovery, entertainment, music,
youth, news, general interest, services and games. The package also includes international channels
such as CNN, Eurosport, BBC World Service, RTL, RAI and MTV.

» Thirteen optional packages, typically including multiple channels focused on a specific theme such
as sports, music or cinema.

e The “Kiosque” pay-per-view service, which offers movies, soccer matches and Formula One racing
on eleven channels.

* A host of interactive services, including a sophisticated program guide that lets viewers see the
programs being broadcast on different channels in a miniature mosaic format and permits them to
move from one channel or service to another, an interactive weather channel, a virtual mall with 18
boutiques, and a variety of interactive games and information services.

 Digital format CANAL+ premium channel, including CANAL+ Jaune, CANAL+ Bleu and
CANAL+ Vert. At the end of 1999, more than half of CANALSATELLITE’S subscribers also
received the CANAL+ premium channel.

In 1999, over 90% of CANALSATELLITE’S subscribers used one or more of the interactive services.
CANALSATELLITE is developing a broader range of interactive services for its subscribers that it expects
to make available shortly, including full home banking and securities trading, home betting, classified
advertisements and an e-mail function that is compatible with personal computers and cellular telephones.

NC Numericable

NC Numéricable is the second largest cable television operator, with approximately 2.2 million homes
passed and approximately 700,000 subscribers at the end of 1999. Approximately one-sixth of NC
Numéricable’s subscribers had digital set top boxes at the end of 1999, a percentage that NC Numéricable
expects to increase significantly in the near future. The company operates 33 cable systems serving 221
French communities, including Lyon, Grenoble, Nice, Toulouse and Nantes, and 21 western suburbs of
Paris. CANAL+ owns 70% of NC Numéricable, and Exante, an affiliate of Callahan Associates, holds the
remainder.

Under a French law that governed the grant of early cable television concessions, the infrastructure
for many of NC Numéricable’s systems is owned by France Télécom. NC Numéricable has the right to
exploit that infrastructure for purposes of distributing cable television programming. The law requiring this
arrangement is no longer in effect. CANAL+ and Exante have agreed to have NC Numéricable acquire
the infrastructure owned by France Télécom, in exchange for a 42.5% interest in NC Numéricable.
Following this transaction, Exante will hold a 28.8% interest in NC Numéricable and CANAL+ will hold
a 26.2% interest. The remainder will be held by Cegetel, which will contribute its interest in NC
Numéricable’s internet business in the Nice region to NC Numéricable, in exchange for an interest in NC
Numéricable. The transaction is subject to various regulatory approvals and is not expected to close before
the autumn of 2000.

NC Numéricable’s cable systems offer between 70 and 100 channels, including basic packages that
include high quality transmission of over-the-air channels, a wide range of thematic channels, various
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option packages and the CANAL+ premium channel. Since October 1999, NC Numéricable has also
offered high speed internet access services, featuring content provided by AOL France, to subscribers in
Nice, northern France, the Paris suburbs and greater Lyon. NC Numéricable also intends to launch local
telephone service in the next twelve to twenty-four months.

Subscriber Management Services

A key aspect of CANAL++’s business is its direct relationship with its subscribers. Its tradition of
focusing on subscriber management service has allowed it to offer high quality service that corresponds to
the demands of its customers, while providing it with valuable information that has permitted it to design
new programs and services targeted to its audience. CANAL+ and CANALSATELLITE maintain direct
subscriber relationships through their web site, e-mail services using set-top boxes, a videotext service, a
call center and interactive voice response servers. They also design their marketing strategy so as to make
subscribing easy and user friendly, offering equipment packs that include digital set-top boxes and “smart
cards” that identify the services chosen by a subscriber, sold through large audiovisual equipment dealers
such as FNAC and Darty, supermarkets, local retailers and other distribution outlets throughout France.

International Pay Television

Throughout continental Europe, CANAL+ uses the same formula that has been successful in France
to provide leading pay television operations. In each country where it operates, CANAL+ has a premium
channel featuring first-run movies and major sporting events. In most countries, including all of the largest
by number of subscriptions, CANAL+ operates digital direct-to-home satellite services that provide multi-
channel offerings and the latest in interactive television technology. At the end of 1999, CANAL+ had 7.0
million subscriptions to its international offerings.

Italy

In Italy, CANAL+ operates through its 99% owned subsidiary, Telepiu. The Telepiu offering includes
a premium channel that is offered in both analog and digital format, as well as the D+ digital direct-to-
home satellite service. Telepiu also offers the +Calcio season-ticket subscription to Italian soccer league
matches, giving subscribers access to all home matches and most of the away matches of their favorite
Italian league teams, as well as pay-per-view Formula One racing and movies. At the end of 1999, Telepiu
had 2.1 million subscriptions, including 962,000 digital subscriptions.

Spain

In Spain, CANAL+ owns a 20% interest in Sogecable, a company listed on the Madrid Stock
Exchange that broadcasts the CANAL+ Espana premium channel and the CANALSATELLITE digital
direct-to-home satellite service. At the end of 1999, Sogecable had approximately 2.6 million subscriptions,
including 813,490 subscriptions to the CANALSATELLITE digital service.

Nordic Countries

In Norway, Sweden, Finland and Denmark, CANAL+ operates the CANAL+ Nordic premium
channels, as well as the Canal Digital direct-to-home satellite service. Altogether, CANAL++ had 783,000
subscriptions in these countries at the end of 1999, including 311,000 subscriptions to the Canal Digital
service.

Other Countries

CANAL+ broadcasts its premium channel and provides digital satellite service in a number of
additional countries, including the following (subscription figures are at the end of 1999):

» Poland — 627,000 subscriptions, including 269,000 to the Cyfra+ digital satellite service.
e The Netherlands — 294,000 subscriptions to the CANAL+ premium channel.

301



 Belgium — 202,000 subscriptions in French speaking Belgium, including 28,000 to the Le Bouquet
digital satellite service, and 192,000 in Flemish speaking Belgium, including 25,000 to the Canal
Digital digital satellite service.

 French-speaking Africa (Senegal, Tunisia, Ivory Coast and Morocco) — 150,000 subscriptions to
the CANAL+ premium channel.

Theme Channel Production

CANAL+ produces theme channels for broadcast over cable and satellite systems, both as part of
basic packages or as option channels. CANAL+’s principal theme channel production affiliate is
Multithématiques, a joint venture company that began producing theme channels in 1988. CANAL+ also
produces two thematic channels directly, and has interests in joint ventures that produce and are
developing additional thematic channels.

Multithematiques

Multithématiques produces 25 thematic channels in 14 countries, under six core channel themes.
Altogether, its channels had 13.4 million subscribers throughout Europe at the end of 1999 (a figure that
is calculated differently from the number of subscriptions to CANAL+’s premium channel and digital
satellite services, and so is not comparable to those figures). The six core channels of Multithématiques
are:

 Planéte, a documentary channel that covers a wide range of subjects including news, social issues,
history, art, nature and sports. Founded in 1988, Planeéte is Multithématiques’ oldest channel and is
the inspiration for Forum Planeéte, a sister channel launched in 1997 that presents after each
documentary a discussion of the documentary’s topic by leading experts.

e Canal Jimmy, a channel targeted at baby boomers and young adult viewers, which broadcasts
popular American television series such as Friends, N.Y.P.D. Blue, Star Trek: Next Generation, and
Dream On, as well as magazines, rock concerts, cult films and car and motorcycle shows.

e Ciné Cinémas, a movie channel that shows adventure films, dramas, comedies, detective movies and
westerns, generally in their second run on pay-television. Ciné Cinémas also broadcasts behind-the-
scenes documentaries and interviews with actors and film makers.

e Ciné Classics, a classic movie channel that each year broadcasts more than 450 black and white
films produced between the 1930s and the 1960s. Ciné Classics also broadcasts a weekly talk show,
featuring experts from the movie industry discussing classic films and stars.

 Seasons, a channel dedicated to hunters, fishermen, and people who enjoy the outdoors, featuring
documentary-style programs and regular shows with news on hunting and fishing.

e Wish Line, a channel that provides quality classified advertising of luxury goods, homes and yachts
and vintage cars that are for sale worldwide. Wish Line is the newest thematic channel of
Multithématiques, launched in December 1999.

The largest market for Multithématiques’ channels is France, where it had 7.7 million subscribers at
the end of 1999. Multithématiques also broadcasts in Italy, Germany, Spain, Poland, Belgium, Switzerland
and French-speaking Africa. Although its channels use the same names and logos in the different countries
where it broadcasts, it tailors its programming in each country by dubbing or subtitling programs in local
languages, varying the mix of programs offered to suit local market characteristics and complementing the
purchased programming content with locally-produced talk shows and other programs for each region. As a
result, its channels are marketed as local channels, although they benefit from the efficiencies of
centralized program purchasing and brand promotion.

CANAL+ owns 27.42% of Multithématiques (it owned 30.5% until July 2000), and accounts for
Multithématiques under the equity method. The other shareholders are Havas Images (a Vivendi affiliate),
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with 9.09%, the Lagardére group, with 27.42%, Liberty Media (an AT&T affiliate) with 27.42%, and an
affiliate of the French financial institution the Caisse des Dépots et Consignations, with 8.64%.

Other Thematic Channels

CANAL+ produces directly two thematic channels, both of which are designed specifically for the
French market. Demain!, which had 1.3 million subscribers at the end of 1999, advertises job opportunities
and other contacts. CANAL-+’s newest channel, launched in November 1999, is i-télevision, CANAL+’s
first news channel, which uses the most advanced technology to provide local news, responding to the
needs of French people living in small and medium-sized towns.

In addition, CANAL+ has interests in other thematic channels, including Eurosport, a channel that
broadcasts sporting events 24 hours a day, Canal J, a children’s channel, MCM and Muzzik, two music
channels, and Comédie, a comedy channel. In July 2000, CANAL+ entered into a series of joint ventures
with the Lagardere group, which will develop new theme channels inspired by magazines belonging to the
Lagardere portfolio of specialized magazines.

Film and Television Production, Distribution and Rights Management

CANAL+ began producing and distributing movies and television programs in 1987. Initially
conceived to produce a steady stream of new content for CANAL+’s television channels, these activities
have grown into one of Europe’s leading audiovisual content production and distribution groups, involving
all aspects of cinema and television production, rights acquisition and library management. CANAL+’s
audiovisual production and distribution operations are conducted through StudioCanal, a majority owned
subsidiary of CANAL+ that is listed on the ParisBourse. StudioCanal’s business includes principally the
following:

e Film Production and Rights Acquisition. StudioCanal produces, co-produces and acquires rights to
premium quality feature films, including international blockbusters and major European productions.
It is one of the largest feature film producers in France, producing between 30 and 40 films per
year, and it has distribution rights acquisition partnerships with major studios such as Universal,
Warner Bros. and Pathé. It is in the process of building a pan-European distribution network, and
has distribution subsidiaries in France, Germany and Spain. Recent releases produced or distributed
by StudioCanal include French hits such as Taxi, La Biiche and Le Bonheur est dans le pré,
European films such as La Vita é Bella, Il Postino and Abre los ojos and international films such as
Sixth Sense, Message in a Bottle, Mission to Mars and Chicken Run.

e Film Rights Management. StudioCanal sells television broadcast rights to feature films in its
extensive library of 5,573 titles (as of January 1, 2000), the third largest catalogue in the world
behind those of Kirch (15,000 titles, consisting principally of German language rights) and Time
Warner (5,700 titles). The film library includes blockbusters such as Terminator 2, Basic Instinct
and Highlander, French films such as La Grande vadrouille, La Grande illusion, Belle de Jour and
La Haine and classic American titles such as The Graduate and The Deer Hunter.

o Television Production. StudioCanal is one of two principal shareholders of the largest television
production business in France and one of the largest in Europe, formed in April 2000 through the
merger of StudioCanal’s subsidiary, Ellipse Programme, with Expand, another leading French
television production company. It is the only European television producer with programs in all of
the major programming categories (fiction, animation, entertainment and documentaries). Its
programs include the TV dramas Docteur Sylvestre and Un Homme en colére, the animation
classics Babar and Tintin, the game shows Pyramide (based on The U.S.$25,000 Pyramid), Qui est
Qui, Le Juste prix (based on The Price is Right) and Les Z'amours (based on The Newlywed
Game) and the adventure games Fort Boyard and Desert Forges.
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Digital Technology

CANAL+ has been actively involved in the development of technology for digital television,
beginning with investments in 1992 designed to ensure the smooth transition from analogue to digital
broadcasting. Because most consumers have analog televisions, network operators purchase and deploy set-
top boxes that convert the incoming digital signal to an analog signal the television can process and
display. In addition to decoding the digital signal, set-top boxes are used to control access to pay television
services and to enable advanced features and interactivity.

In 2000, CANAL+ created a new subsidiary, CANAL+ Technologies, to operate and manage its
principal technology operations. CANAL+ Technologies is the leading European provider and one of the
leading providers worldwide of advanced software technologies that enable and secure digital interactive
television. Its flexible, field-tested software has been selected by over 20 digital satellite, cable and
terrestrial network operators and have been deployed on over six million digital set-top boxes in over 13
countries. Its technology is used in all of the CANAL+ group’s digital cable and direct-to-home satellite
systems, and is also sold to third parties such as ONdigital in the United Kingdom, Zee Network in India,
Measat in Malaysia and MediaOne in the United States.

CANAL+ Technologies provides a comprehensive software system that enables network operators to
deliver secure interactive services over digital television networks. Its MediaHighway hardware-independent
interactivity software enables network operators to enhance the television viewing experience with an
extensive range of interactive services. Its MediaGuard conditional access software enables network
operators to manage and control delivery of pay television content and provides a secure platform for
t-commerce transactions, meaning electronic commerce transactions conducted through televisions. The
MediaHighway and MediaGuard software systems are highly flexible and can be implemented either
together, to provide complete and secure interactivity, or separately, in combination with software from
other providers. CANAL+ Technologies has developed over 30 interactive television applications for
MediaHighway, and actively encourages third-party developers to create new applications using its Java-
based authoring tools. Using CANAL++ Technologies’ interactive software and applications, network
operators can enhance the television experience with easy-to-use value-added features, including:

o Enhanced program navigation. CANAL+ Technologies’ electronic program guides allow viewers to
easily access information for a week’s worth of programs for every channel available to them. Its
interactive video browsers display all channels currently on-air and enable viewers to select from
available languages for audio output.

o T-commerce and interactive advertising. CANAL++ Technologies’ applications enabling electronic
commerce over the television, or t-commerce, allow viewers to shop for goods and services in a
secure environment using their remote control. These applications also enable viewers to interact
with commercials to receive additional information regarding products offered.

o Pay-per-view and video-on-demand. CANAL+ Technologies’ enhanced pay-per-view applications
allow viewers to select and interact with on-demand programs of their choice. For example, viewers
can choose camera angles for a live sports pay-per-view event using the remote control.

o Instant information display. CANAL++ Technologies has developed applications that enable
viewers to access real-time information about on-the-air programs or about specific topics such as
news, sports, weather or stocks.

o Interactive games. CANAL++ Technologies’ game applications allow viewers to play along real-
time with a favorite game show or play games against other viewers.

* Placing bets, banking or trading stock on TV. CANAL+ Technologies’ tele-betting applications
permit viewers to place bets electronically. For example, viewers can bet on the outcome of a
horserace before watching its live broadcast. CANAL+ Technologies also provides other on-line
applications, including applications that enable viewers to manage bank accounts and trade stocks.

o Internet-enabled services. CANAL++ Technologies’ internet applications enable viewers to send
and receive e-mails or access internet content from their televisions.
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In order to take full advantage of the potential of its new technologies, CANAL+ has decided to
replace all of its digital set-top boxes with new equipment that CANAL+ calls “net-top boxes,” which are
capable of accessing the full range of interactive services that the new technologies can support. The “net-
top boxes” will include two readers into which viewers can place smart cards, which are credit card-size
plastic cards that contain microprocessor chips. One of the smart card readers will be used for a card that
contains information about the services the subscriber is authorized to receive, which can be updated
remotely when a subscriber decides to change service offerings. The other reader will be used for bank
payment cards equipped with smart card technology, which is standard in many European countries
including France. CANAL+ expects to complete the roll-out of its net-top boxes by the end of 2001.

Internet

CANAL+ became involved in developing online and multimedia services very early, launching its
own internet site in August 1995 (www.canalplus.fr). Prior to the completion of the merger transactions,
Vivendi and CANAL++ will create VivendiNet to combine their Internet assets. As part of the Vivendi/
CANAL+ transactions, CANAL+’s interest in VivendiNet will be transferred to Vivendi Universal.

CANAL+ will be a leading supplier of content for the canalplus.fr web site, Canal Numedia and
other potential Internet-related companies of the Vivendi group, such as Vizzavi, as well as cinema and
sports content. In addition, CANAL+ will be actively involved in internet services through its net-top box
operations and technology, its cable television internet access business and the web sites of its thematic
channels.

Sports

In addition to its broadcast of major international sporting events, CANAL+ has a variety of other
activities connected to the world of sports. Its principal other activities include:

» Sports rights management, including management of international broadcasting rights to matches of
the European continents’ soccer leagues.

» Management of sports teams, including the Paris Saint-Germain soccer team, the only French first
division team in Paris and one of the most popular teams in France, as well as Geneva’s Servette

soccer team.

» Stadium management, including the management of the Parc de Princes stadium that is the home
stadium of Paris Saint-Germain.
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CANAL+ MANAGEMENT’S DISCUSSION AND ANALYSIS
OF RESULTS OF OPERATIONS AND FINANCIAL CONDITION OF CANAL+’S OPERATIONS

You should read the following management’s discussion and analysis with the audited consolidated
financial statements of CANAL+ and the notes thereto included elsewhere in this prospectus. The forward-
looking statements contained in this discussion are subject to risks and uncertainties which may affect the
outcome of the predictions contained in these statements. See “Risk Factors” and “Cautionary Statement
Concerning Forward-Looking Statements.”

The consolidated financial statements of CANAL+ have been prepared in accordance with French
generally accepted accounting principles which differ in certain respects from United States generally
accepted accounting principles. For a description of certain differences between CANAL+’s accounting
principles and United States generally accepted accounting principles, see “Financial Statements —
CANALA Financial Statements — Summary of Certain Differences Between French GAAP and US
GAAP.”

Overview

CANAL+’s results of operations since the beginning of 1997 have reflected the differences in the
maturity levels of its French and international operations. In France, where CANAL+ has operated since
1984, CANAL+’s business is relatively mature and has reached the point where it regularly produces
operating profits. In contrast, CANAL+’s international operations are not yet mature, and many of the
international operations incur the operating losses that would normally be associated with early phase
operations. Many of the international operations, including in particular CANAL+’s operations in Italy,
were acquired as part of the 1997 acquisition of Nethold. After the acquisition, CANAL+ decided to
make substantial investments in premium quality programming and digital technology internationally. The
result has been rapid expansion of the subscriber base, but not yet to a level that permits CANAL+ to
earn operating profits internationally.

The results of operations of CANAL+ depend largely on revenues, as a substantial portion of the
expenses of CANAL+’s pay television operations represent costs incurred under long term contracts or
depreciation of investments. Subscription revenues represent the largest share of CANAL+’s revenues, and
are influenced principally by three primary factors:

e growth in subscriptions,
 growth in average revenues per subscriber, and

e churn rate, meaning the percentage of subscriptions at the beginning of any year that are canceled
or not renewed during that year.

In the last three years, subscriptions have grown substantially, from just over 8 million at January 1,
1997 to more than 13 million at December 31, 1999. Revenues per subscriber have increased as
CANAL+’s digital satellite services have permitted it to exploit new sources of revenue such as option
channel packages, pay per view and other interactive services. At the end of 1999, CANAL+ had more
than 4 million digital subscriptions, representing almost a quarter of its total, compared to only 200,000 at
the beginning of 1997 and just over 1 million at the beginning of 1998. CANAL+’s churn rate was 9.3%
in 1997, but was under 9% in 1998 and 1999, a level that management considers satisfactory.

As an evaluation tool, CANAL+ uses “subscriptions” to measure growth. Many subscribers have
more than one subscription. For example, a subscriber could subscribe to a digital satellite package and to
the CANAL+ premium channel. The increase in digital subscriptions reflects an increased potential for
subscribers to have multiple subscriptions.

CANAL+’s largest operating cost is the cost of obtaining rights to premium quality programming.
Although programming costs are recorded as part of cost of sales, a large share of CANAL+’s
programming costs do not vary with subscription levels, and thus are fixed. Other components of cost of
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sales include subscriber acquisition costs (sales commissions and certain marketing expenses), and various
other variable costs such as copyright royalties and decoder costs.

In addition, most of CANAL++’s depreciation and amortization is recorded under cost of sales. The
largest share is represented by the amortization of film and television production and acquisition costs,
which are amortized in each year based on the percentage of estimated total revenues from the film or
television production that are earned in that year. The other principal component of depreciation and
amortization is depreciation of decoders, which are depreciated on a straight-line basis over five years.

CANAL+ has significant investments in affiliates accounted for by the equity method. Its equity
affiliates include primarily its pay television affiliates in Spain, Poland and the Nordic countries, and its
thematic channel production affiliate, Multithématiques.

Results of Operations

The following discussion analyzes the consolidated results of operations of CANAL+ since January 1,
1997.

Six Months Ended June 30, 2000 Compared With Six Months Ended June 30, 1999

Subscriptions to Pay Television Services

The following discussion presents the subscriptions to each of the group’s pay television services,
without regard to whether those subscriptions were realized in fully consolidated subsidiaries or equity
affiliates, as well as subscriptions in the group’s largest pay television country, France.

Overall Subscriptions. Subscriptions to CANAL+ group premium channels and basic cable and
satellite packages increased 13.9% from 12,301,320 at June 30, 1999 to 14,016,117 at June 30, 2000.
7,317,516 subscriptions, or 52.2%, were outside France, as compared with 48.6% at June 30, 1999. Digital
subscriptions increased 44% to 4.5 million. Nearly half of all subscribers had opted for digital service as of
June 30, 2000.

The following table breaks down CANAL+’s subscriptions among the various pay television offerings
of the CANAL+ group as of June 30, 1999 and 2000.

At June 30
1999 2000
(in thousands)
France
CANAL+ individual (premium) . ........oouiineint i 4,436 4,539
CANAL+ institutional (premium) ..........uuiini e, 319 339
CANALSatellite (package) ... .ovviriii et 1,196 1,442
NC Numericable (package) .. ... e 367 378
Total France. .. ... .. . e 6,318 6,698
International
Taly . .o 1,721 2,277
TELE+ (Premium) . ...ttt e e e et et e e et 992 1,143
D+ (package) ... .o 475 789
FCalCio (SOCCET) v vt vttt ettt e e e e e e e et e e e e 253 345
SPaAIN (1) oot 2,397 2,693
CANALA (Premium) . ...ttt e e et 1,683 1,789
CANALSATELLITE (package) . .......c.oiiniiii i 714 904
Belgium (French) . ... .. . 188 201



At June 30

1999 2000
(in thousands)

Belgium (Flemish) . ... ... 180 194
CANALAF (Premium) . ..ottt ettt e e e et e et et 159 165
CANAL DIGITAL (package) ... ... 20 29
Netherlands . ... ..o 272 313
Nordic countries (1) .. ..ottt e 635 815
CANALAF (Premium) .. ...ttt et et 385 487
CANAL DIGITAL (package) .. ....ouuiri ittt i 250 329
Poland (1) . ..ot 452 682
CANALAF (Premium) . ..ottt ettt e e e et e et e 300 388
Cyfrat (package) .. ..ot 152 293
ALTICa . 139 142
Total International . .......... . ... ... . . . . . 5,983 7,317
TOTAL GROUP . .. ..o e 12,301 14,015

(1) Operated by an affiliate accounted for by the equity method.

France. The French premium channel had 4,539,306 subscriptions as of June 30, 2000, an increase
of 2.3% as compared with June 30, 1999. However, the overall increase includes a decrease of 0.8% during
the first six months of 2000. The increase in subscriptions compared to the number of subscriptions as of
June 30, 1999 occurred in the second half of 1999, which is in line with the seasonal nature of the
acquisition of new subscribers in most markets. Management believes that the year-on-year increase was
also due to new marketing policies designed to facilitate access of potential subscribers to subscription
forms and packages, as well as a continued low churn rate as a result of improved sports programming
(such as the broadcasting of the Champions’ League and World Rugby Cup), although the churn rate
increased slightly compared with the first half of 1999.

The CANALSATELLITE package had 1,442,325 subscriptions as of June 30, 2000, an increase of
20.6% from June 30, 1999. Management believes that this increase was due to the quality of advertising,
including a campaign featuring the French soccer star Zinedine Zidane, as well as the inclusion of new
channels and services in the CANALSATELLITE package (such as horse-race betting and the interactive
game Pikto Rezo).

Consolidated Results of Operations

Revenues

Total revenues increased from €1,547 million in the first half of 1999 to €1,858 million in the first half
of 2000, an increase of 20.1%. This increase was primarily due to the pay television business, where
subscription revenues rose by 13.6%, from €1,277 million for the first half of 1999 to €1,451 million for the
first half of 2000. Of the total subscription revenues, €710 million came from the CANAL+ French
premium channel, an increase of 4.0% over the first half of 1999. CANALSATELLITE recorded revenues
of €258 million, an increase of 21.7% compared with the first half of 1999. NC NumériCable’s
subscription revenues rose to €66 million, an increase of 7.9% over the first half of 1999. The subscription
revenues of the Italian affiliate Telepiu were €289 million, a 33.2% increase over the first half of 1999.
CANAL+’s remaining pay television activities accounted for €128 million of revenues in the first half of
2000, an increase of 23.1% over the comparable period in 1999.

Revenue from advertising and sponsorship increased by 45.5% from the first half of 1999 to the first
half of 2000, to €80 million, primarily due to the general growth of the advertising market. These revenues
are generated principally by the French premium channel and by Telepiu in Italy.
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Revenues from production and rights management increased 63.1% to €199 million, largely due to the
increase in revenues from the SPORTH sports broadcasting rights business, where revenues amounted to
€79 million in the first half of 2000, compared with €9 million in the first half of 1999. The remainder of
revenues from production and rights management came from StudioCanal, where revenues increased
6.19% to €120 million. StudioCanal’s revenues were affected by the removal of the television production
subsidiary Ellipse from the scope of consolidation as of April 1, 2000. StudioCanal contributed Ellipse to
the French television production company Expand, in exchange for 35% of the share capital of Expand,
which is now recorded as an equity affiliate. On a comparable basis (excluding television production)
StudioCanal’s revenues increased by 63%, primarily as a result of increased library sales and film
production and distribution.

Operating Income

In the first half of 2000, CANAL+ recorded operating income of €2 million, down from €42 million
in the first half of 1999. The group’s gross margin was €453 million, or 24.4% of revenues, compared with
€450 million, or 29.1% of revenues, in the first half of 1999.

The following table breaks down the operating income and loss of the CANAL+ group by activity:

At June 30,
1999 2000
(in millions of
euros)
Pay television
e France ... ... e 146 132
e International .. ...... .. ... . . .. ... (103)  (130)
Theme Channels ........... . i (1) (6)
Production and rights management . ............ ... ..., 3 8
Other buSINESSES. . ... ... i I E) I )]
Total ... 42 2

Pay Television

In France, the CANAL+ premium channel recorded operating income of €132 million in the first
half of 2000 as compared with €146 million in the first half of 1999, while CANALSATELLITE recorded
operating income of €14 million, up from €9 million for the comparable period in 1999. The premium
channel’s operating income decreased compared with the first half of 1999 due to increased operating
expenses, resulting primarily from growing programming costs, which was only partially offset by increased
subscriber revenue. The increase in operating expenses in France resulted primarily from additions to
sports events covered. In particular, operating expenses for the first half of 2000 reflected the impact of
first-time Champions’ League coverage, the cost of which was partially offset by improved control of
subscription management costs.

Internationally, Telepiu recorded an operating loss of €119 million in the first half of 2000, an increase
of €34 million over the first half 1999 level of €85 million, despite a 33% revenue increase at Telepiu. The
increase was due principally to high operating expenses, reflecting for the first time the impact of the
soccer broadcasting rights agreement signed in July 1999, as well as the introduction of RAI’s theme
channels in the same month. First half 2000 operating losses from the other international pay television
channels decreased by €5 million overall compared with the first half of 1999.
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Production and Rights Management

This division consists primarily of StudioCanal and SPORT+. StudioCanal’s operating income in the
first half of 2000 amounted to €5 million, and can be analyzed as follows:

June 30, June 30, %
1999 2000 change
(in millions of euros)

Revenues
Film Production and Distribution ............... ... ... ...... 72 120 66
Television Production ........... ... ..., 52 17 (67)
Other.... ... . . 6 1 17
Total Revenues ....................... ... ... ... ..., 130 144 11
Expenses
Operating CostS . ..o v vttt e 48 48 —
Depreciation and Provisions . ............... ... ... ... 58 73 26
Structural Costs . ............ ... 20 18 (10)
Total Expenses ........... ... ... ... ... ... ... .. 126 139 10
Operating iNCOME . ... ..vvttt ittt 4.2 4.9 16.6

Due to differences in accounting methods, of the €5 million in operating income generated by
StudioCanal, only €4 million was recorded in CANAL+’s consolidated income statement. SPORT+
contributed operating income of €4 million to the Production and Rights Management division.

EBITDA

EBITDA decreased by 1.3% to €222 million in the first half of 2000, primarily as a result of the
decrease in operating income. See “— Year ended December 31, 1999 compared With Year Ended
December 31, 1998 — EBITDA” for an explanation of the term “EBITDA.” EBITDA from French pay
television activities decreased from €244 million in the first half of 1999 to €232 million in the first half of
2000. International operations generated negative EBITDA of €79 million in the first half of 2000,
compared to €69 million in the first half of 1999. EBITDA from production and rights management
increased from €54 million in the first half of 1999 to €71 million in the first half of 2000.

Net Financial Income

Net financial income amounted to €4 million, as compared with a net financial charge of €6 million in
the first half of 1999. Financial income in the first half of 2000 included €23 million from the conversion
of bonds exchangeable for Mediaset shares, in addition to a capital gain of €19 million from the sale of
shares of Vivendi that CANAL+ acquired in 1999.

Interest and related expenses totaled €55 million in the first half of 2000, compared to €40 million in
the first half of 1999, reflecting the increase in net debt to €2.4 billion at June 30, 2000, from €1.9 billion
at June 30, 1999.

Income Taxes

Income taxes amounted to €54 million in the first half of 2000, an increase of 68.8% over the first half
of 1999. The increase resulted principally from the fact that the recognition of deferred taxes was limited
to certain international tax losses due to uncertainties as to whether the remaining international losses
could be used.
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Losses from Equity Affiliates

Losses from equity affiliates increased to €46 million in the first half of 2000, from €36 million for the
first half of 1999. Most of these losses relate to pay television businesses outside France, notably in Spain
and Poland. Other losses were related to investments to develop Internet services, with the first-time
consolidation of CANALNumedia in the first half of 2000.

Net Exceptional Income

Net exceptional income in the first half of 2000 was €205 million, as compared with a net exceptional
charge of €10 million for the comparable period in 1999. Net exceptional income included capital gains of
€43 million on the sale of CANAL++’s 24.9% interest in the German channel Vox and €80 million on the
sale of 4% of CANALSATELLITE to an affiliate of Lagardére, which altogether acquired a 34% interest
through a series of related transactions. Another Lagardere affiliate also subscribed to a capital increase of
Multithématiques, resulting in a dilution gain of €21 million. A public offering of shares in StudioCanal
also resulted in a dilution gain of €71 million.

Year Ended December 31, 1999 Compared With Year Ended December 31, 1998
Significant One-Time Events

Consolidation of Telepiu

In late 1997, CANAL+ acquired majority control of Telepiu, which operates the group’s Italian pay
television activities, after having acquired a 45% interest as part of the Nethold acquisition. When
CANAL++’s Board of Directors approved the 1998 consolidated financial statements for presentation to the
CANAL+ shareholders meeting, CANAL+ intended to reduce its interest in Telepit so that it would no
longer have majority control, and as a result accounted for Telepiu as an equity affiliate. In 1999,
CANAL+ changed its intention, and increased its interest in Telepiu from 90% to 99%. For this reason,
Telepiu became a consolidated subsidiary of CANAL+ in 1999. For purposes of comparability, CANAL+
has restated its 1998 financial statements so as to fully consolidate the results of operations of Telepiu. The
restatement had no effect on the group’s results or shareholders’ equity.

Provision for Replacement of Decoders

CANAL+’s net income in 1999 reflects in part an exceptional provision relating to management’s
decision to replace all digital decoders with new generation “net-top boxes” that provide a complete range
of interactive services, including internet access. The provision, which is recorded primarily as an
exceptional charge and is in the amount of €220 million, reflects the impact on income after tax and
minority interests of the write-off of the unamortized portion of the cost of CANAL+’s existing generation
of digital decoders.

Subscriptions to Pay Television Services

The following discussion presents the subscriptions to each of the group’s pay television services,
without regard to whether those subscriptions were realized in fully consolidated subsidiaries or in equity
affiliates, as well as subscriptions in the group’s three largest pay television countries, France, Italy and
Spain. The Spanish operations are conducted through an affiliate accounted for by the equity method.

Subscriptions to CANAL+ group premium channels and basic cable and satellite packages totaled
13,628,050 at December 31, 1999 versus 11,617,923 as of December 31, 1998, an increase of 17.3%.
6,972,450 subscriptions were outside France at the end of 1999, representing the first time in CANAL++’s
history that international subscriptions exceeded French subscriptions.
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The following table breaks down CANAL+’s subscriptions among the various pay television offerings
of the CANAL++ group as of the end of 1998 and 1999.
At December 31
1998 1999
(in thousands)

France
CANAL+ individual (premium)...........oiiniineiiiieennnn.. 4,442 4,577
CANAL+ institutional (premium) ...ttt 302 332
CANALSATELLITE (package) . .......oviiii i 1,108 1,374
NC NUMERICABLE (package) .. .....ouvuiiiiie i 355 373
Total France. .. ... .. e 6,207 6,656
International
Ttaly oo 1,510 2,144
TELE+ (Premium) .. ..ottt ettt et 966 1,133
D+ (package) ...t 348 697
FCalCio (SOCCET) .+ v vttt ettt e ettt ettt e et 196 315
SPaIn (1) oottt 2,193 2,580
CANALA (Premium) .. ...ttt ettt 1,594 1,766
CANALSATELLITE (package) ..o 599 813
Belgium (French) ...... ... 177 203
Belgium (Flemish) ... ... . 171 192
CANALA (Premium) .. ...ttt ettt 159 166
CANAL DIGITAL (package) ......oviriii i 12 25
Netherlands ... ... o 270 293
Nordic countries (1) . ..ot e e e 606 783
CANALA (Premium) .. ...ttt ettt 376 472
CANAL DIGITAL (package) ......cvuiri i 230 310
Poland (1) ... oot 335 627
CANALA (Premium) .. ...ttt ettt 275 358
Cyfra + (package) ...t 60 269
ARTICA .ot 148 150
Total International . ............. . . .. ... . . . . 5,410 6,972
TOTAL GROUP . .. ... i e e e e 11,617 13,628

(1) Operated by an affiliate accounted for by the equity method.

The increase in digital subscriptions was greater than the increase in overall subscriptions in 1999. At
the end of 1999, digital subscriptions of 4.013 million represented an increase of 58% compared with the
year end 1998 figure of 2.543 million.

France

The French premium pay television channel CANAL+ finished 1999 with nearly 4.6 million
subscriptions, more than a quarter of them digital. A total of 523,957 new subscriptions were recorded over
the year, which is the highest annual level for ten years. Management believes that the increase in
subscriptions was due principally to the coverage of new sports events, like the soccer Champions’ League
since September, in addition to the two matches of the French National Soccer Championship that
CANAL+ normally covers, and the retransmission of the Rugby World Cup. The growth was also
influenced by CANAL+’s new self-service subscription package in large French supermarkets, which
made decoders available on supermarket shelves. Net growth in subscriptions (new subscriptions less
canceled and non-renewed subscriptions) of 135,034 in 1999 was at a higher level than the 1998 figure of
133,510.
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At December 31, 1999, the CANALSATELLITE package had 1,373,934 subscriptions, representing
net growth since December 31, 1998 of 265,498. Management believes that the increase was due in part to
a new marketing campaign involving the French soccer star Zinedine Zidane, as well as the launch of a
new network action game and Mini Malil, the first e-mail service among subscribers.

Italy

Subscriptions grew strongly in Italy in 1999, with a net increase of 634,000 subscriptions, representing
an increase that was 62% higher than the net growth in 1998. The bulk of the growth came from digital
subscriptions. At December 31, 1999, Telepiu had 962,000 digital subscribers, double the number of the
previous year, making Italy the second largest digital television market in continental Europe. Management
believes that the success of the digital package was due to the improved quality and diversity of the
channel offering. In 1999, new exclusive theme channels were added to the digital package, including six
channels produced by RaiSat, an affiliate of the Italian state owned broadcaster RAI, Wish Line, a luxury
channel, and Milan Channel, devoted entirely to the Milan AC soccer club.

Spain

CANAL+ owns a 19.75% interest in its Spanish pay television affiliate, Sogecable, and as a result
accounts for Sogecable under the equity method. Sogecable operates the premium channel CANAL+
Espana, and the CANALSATELLITE Digital satellite service.

In 1999, subscriptions to the Spanish premium channel grew on a net basis by 173,000, compared to a
net growth of 129,000 in 1998. As a result, total subscriptions to the premium channel reached 1.766
million at the end of 1999. CANALSATELLITE digital subscriptions grew by 214,000, to reach 813,000 at
the end of 1999. The digital package added the film channel TCM, the Wish Line channel devoted to
luxury products and a multiplexed version of the music channel MTV. CANALSATELLITE Digital also
introduced interactive banking services in 1999, starting with the home banking service Canal BBV in
June, which allows subscribers to consult their bank accounts using their set top boxes.

Consolidated Results of Operations

Revenues

Total revenues increased from €2,838 million in 1998 (on a restated basis) to €3,291 million in 1999,
an increase of 16%. The largest increase came from growth in subscription revenues. The following table
breaks down CANAL+’s 1998 and 1999 revenues by principal category.

1998 %

Restated 1999 change
(in millions of euros)
Subscriptions . ...t 2,253 2,613 16
Advertising and sponsorship ............ ... . ... . .... 94 106 13
Production and management of rights.................. 327 365 12
Other businesses ............ ... 164 207 26
Total ... 2,838 3,291 16

More than one third of CANAL+’s subscription revenues came from the CANAL+ French premium
channel, which recorded subscription revenues of €1,372 million, an increase of 5% compared with 1998.
The CANALSATELLITE digital service recorded the most significant growth in France, with revenues of
€446 million representing a 43% increase compared with 1998. NC NumériCable’s subscription revenues
were €125 million, an increase of 7% over the 1998 level. In Italy, Telepiu’s subscription revenues of
€453 million were 36% higher than its 1998 subscription revenues. The pay television activities in the
Benelux countries and in Scandinavia recorded subscription revenues of €208 million in 1999, or 19% more
than 1998.
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Adpvertising and sponsorship revenues included primarily sales for the French premium channel, which
totaled €80 million in 1999. The increase in overall advertising and sponsorship revenues was due
principally to an increase in rates at the French premium channel.

Revenues from production and management of rights consisted primarily of revenues from the
businesses that now form the bulk of StudioCanal. These businesses generated revenues of €292 million in
1999, consisting of €94 million of revenues from film library sales, €90 million from film production and
€89 million from television production. In 1998, library sales were €116 million, film production revenues
were €66 million and television production revenues were €119 million.

Revenues from sports rights management were €73 million in 1999, which included primarily the sales
of international television rights to the Italian soccer championship (A Series) and to the English Premier
League. In 1998, CANAL+ did not record revenues from sports rights management separately.

Operating Loss and Expenses

In 1999, CANAL+ recorded an operating loss of €23 million, compared to a restated operating loss
of €96 million in 1998. The operating loss was generated principally in the international pay television
operations, while the French pay television operations recorded operating income. The group’s gross margin
in 1999 was €813 million, or 24.7% of revenues, compared with the 1998 restated gross margin of
€649 million, or 28% of revenues.

The following table breaks down the operating income and loss of the CANAL+ group by activity.

1998
Restated 1999
(in millions of
euros)
Pay television
e France ... ... 148 209
e International ......... .. ... . . .. . .. (237) (237)
Theme channels(1) ..........o i i (5) (6)
Production and management of rights ........................... 3 16
Other businesses. ................ .. ... i (5 (5
Total ... _(96) _(23)

(1) Excludes theme channels of Multithématiques, as Multithématiques is accounted for under the equity
method.

Pay Television

In France, the premium pay television channel CANAL+ recorded operating income of €231 million
in 1999, while CANALSATELLITE recorded an operating loss of €17 million in 1999. These figures
represent a slight improvement for the pay television channel compared with 1998, and a significant
improvement for CANALSATELLITE, which recorded an operating loss of €72 million in 1998.
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French Premium Pay Television Channel. The following table shows the principal components of the
changes in the operating income of the French premium pay television channel:

%
1998 1999 change
(in millions of euros)

Revenues
Subscription TeVenUes . .. .. ..vvve et 1,308 1,372 5
Advertising & sponsorships .. ........ ... .. 76 81 7
Other ... .. . 11 13 18
Total Revenues . ..................................... 1,396 1,466 )
Revenues from intragroup sales ........................ 7 3 (57)
Operating expenses
Variable costs .......... .. 285 282 (1)
Subscriber recruitment costs . .......... . i 21 24 14
Programs ......... .. . . 614 659 7
Broadcasting ........... .. ... 61 57 (7
Structural costs . ... 201 216 1
Total Operating Expenses. .. .......................... 1,173 1,236 )
Operating income . ..............o i 231 234 1
EBITDA(L) oottt e 323 312 E))

(1) See “— EBITDA” for a definition of this term and a discussion of its use.

For 1999, subscription revenues at the French premium channel grew by 5%, resulting from an
increase of 3.1% in the number of subscriptions and an increase in the subscription fee from FRF 175 to
179 on February 1, 1998. The impact of the subscription fee increase was not complete until February 1,
1999, as the increase did not take effect until the expiration of then existing subscriptions. Other revenues
consisted mainly of program sales and re-billing of charges to affiliates. For example, CANAL+ provides
various services to CANALSATELLITE, principally in the area of subscription management such as the
telephone customer service center, distribution network, sales force and data processing.

Operating expenses remained essentially constant as a percentage of revenues in 1998 and 1999,
standing at 84.3% of revenues in both years. This reflected a reduction in depreciation of analog decoders
(included in variable costs), which offset an increase in the cost of programs of €45 million, which was
due principally to an 8% increase in film acquisition costs arising from the channel’s license requirements,
and the acquisition of the rights to the Champion’s league soccer match.
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CANALSATELLITE. The following table shows the principal components of the changes in the
operating income of CANALSATELLITE in 1999:
%o

1998 1999 change
(in millions of euros)

Revenues

SubSCIIPtioNS ... .ov et 312 447 43
Other...... ... 27 41 32
Total Revenues ........................................ 339 488 44
Revenues from intragroup sales ........................... 13 16 23
Operating expenses

Variable costs . ............... 113 139 23
Subscriber recruitment costs. . .......... i 34 28 (18)
Programs. . ... ... 181 236 30
Distribution. . .......... ... 28 36 29
Structural coSts . ......... . 35 65 18
Total Operating Expenses ............................... 411 504 22
Operating loss ........... ... ... ... ... ... ......... (2) 17 76
EBITDA (1) oot (19 =

(1) See “— EBITDA? for a definition of this term and a discussion of its use.

Subscription revenues for CANALSATELLITE, up 43%, were due to a 32% increase in subscriptions,
an increase in the proportion of higher priced subscriptions chosen by customers, and growth in pay-per-
view sales. In addition, subscription revenues increased as a result of the full-year impact of a 1998 rate
increase.

The reduction in the operating loss of CANALSATELLITE is due principally to the increase in
revenues, which more than offset the increase in most categories of operating expenses.

International. Internationally, Telepit, CANAL+ Nordic and CANAL+ Benelux recorded operating
losses of, respectively, €187 million, €26 million and €20 million. The operating losses of Telepiu were €41
million higher than those of 1998, while losses from Scandinavia and the Benelux countries were reduced
by €38 million.
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The CANAL+ group’s largest international operations are conducted in Italy through Telepiu. The
following table sets forth the principal components of the operating loss of Telepiu for 1998 and 1999.

1998 1999 %
(in millions of euros)

Revenues . ........ .. 364 509 40
Subscriptions . ...... ... 332 453 36
Other . ..o 32 56 75
Total Revenues. ........................................ 364 509 40
Revenues from intra-group sales .......................... 1 o
Operating expenses
Variable costs .. ...t 54 93 72
Subscriber recruitment Costs. .. ......... i 25 31 24
Programs . ... . 279 370 33
Distribution . . ... ..o 56 63 13
Structural costs. ........... ... i 97 139 43
Total Operating Expenses ............................... 510 696 36
Operating income. . .......... ... .. i itiininennenn.. (146)  (187)  (28)
EBITDA ... e (114)  (120) (%)

(1) See “— EBITDA?” for a definition of this term and a discussion of its use.

The increase in revenues resulted from increased subscriptions, a favorable change in the product mix
from analog terminals to digital, and the launch of pay-per-view service in 1999. The increase in costs
resulted principally from new decoders for digital services, which increased depreciation and transportation
costs, both of which are included in variable costs. The introduction of new theme channels and the
renewal of rights to the Italian soccer championship and the Champions’ League resulted in the increase
in programming costs.

Production And Rights Management

Production and rights management operations were conducted in 1999 primarily through StudioCanal,
which was created in December 1998 through the contribution by CANAL+ of its film and television
production businesses to StudioCanal, the subsidiary that managed the group’s film library. The following
table set